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As we all know the problem of inflation is of 
staggering proportions. Brilliant economists 
and political leaders around the world have 
been attempting to halt or slow rising costs 
for years. And all have failed. 
But, we at Blue Cross and Blue Shield of 
Florida have not thrown up our hands and 
capitualated to spiralling costs in the health 
care industry. We have always believed savings 
can be accomplished within the present 
framework of our nation's health care 
delivery system. 
That is what this booklet is all about. On the 
following pages are suggestions on what you 
can do and what we are doing to help control 
health care costs. Please read and practice 
these suggestions. Working together we can 
control health care costs. 
Jl{l/,Uw'-
J. W. Herbert 
Health Education 
You Should ... 
be aware of good health care practices and 
preventitive measures. Know about them, and 
take steps to prevent illness or injury in your 
home. Know the current health problems in 
your community. While not always visible, 
such problems as drug abuse or alcoholism 
have become threats in almost every 
community. 
And, know what your contract covers. Sit 
down and read either the contract, or the 
descriptive brochure provided by the Florida 
Plans before you go to the hospital or visit the 
doctor. Your Blue Cross and Blue Shield 
programs were designed to give you broad 
protection against major health care expenses. 
However, in order to keep the cost of your 
coverage as low as possible, it is necessary to 
make certain limitations. 
Descriptive brochures about your coverage are 
available on request from your local Plans' 
office. 
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Blue Cross and Blue Shield Do ... 
devote time and effort to publicizing illness 
and injury prevention. 
Each year we circulate booklets, films, 
articles, newsletters and bulletin board pieces 
to tell the public about various health care 
matters. 
In addition, the Florida Plans make a 
concerted effort to provide understandable 
benefit information to our subscribers about 
their coverage, and how to use it efficiently. 
Physician Relations 
You Should ... 
select a physician for your personal and 
family needs before an emergency arises. He is 
the key to a coordinated approach to all your 
medical care needs. 
In  selecting a physician, evaluate his 
reputation in the community, the type of 
practice he has developed, his availability and 
any other factors important to you. If you 
need help in securing a physician, contact 
your local County Medical Society for 
assistance. 
If you have Blue Shield coverage, be sure to 
ask your physician if he participates in Blue 
Shield of Florida, and, if you are covered 
under a Blue Shield Usual, Customary, and 
Reasonable contract, be sure to ask your 
physician if he participated in the UCR 
program. 
Blue Shield Does ... 
maintain regular communications with 
Florida physicians to keep them informed and 
aware of our cost control measures, and ways 
they can help their patients. 
Many group subscribers have our Usual, 
Customary and Reasonable Blue Shield 
coverage. Under this coverage, participating 
physicians agree to accept the UCR 
allowances as payment in full. The allowance 
is based upon the past charge patterns of 
Florida physicians for specific services. 
Savings from the UCR program have 
amounted to $1,890,692 from January 1 
through September 30, 1975. 
Pre-Admission Testing 
You Should Use .. . 
........... . � �-
./ 
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pre-admission testing whenever possible. It is 
the concept of undergoing laboratory and 
x-ray tests before entering the hospital. A 
patient can receive such tests on an outpatient 
basis, then have the tests evaluated before 
becoming an inpatient. 
By eliminating unnecessary - and often 
inconvenient - overnight hospitalization, 
pre-admission testing can reduce your hospital 
bill and have a very positive effect on 
controlling overall health care costs. If your 
health care policy does not include benefits 
for pre-admission testing, ask that they be 
included. 
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Blue Cross and Blue Shield Do ... 
include benefits for pre-admission testing. 
Pioneered by the Blue Cross Plans nationwide, 
pre-admission testing has been an integral part 
of the Florida Plans' procedure since 1971. 
Without this innovative practice, health care 
costs wou Id be even higher today. 
Outpatient Surgery 
You Should ... 
use outpatient surgical benefits whenever 
possible. 
In recentyears, many organizations have added 
coverage for a wide range of services 
performed in the hospital's outpatient 
department or in the doctor's office. 
These benefits were specifically designed to 
prevent the need for unnecessary - and more 
expensive - care in the hospital for such 
things as minor surgery, x-raytreatments, some 
laboratory testing. 
The Blue Cross and Blue Shield Plans in 
Florida have provisions for outpatient surgical 
benefits in all their coverages. 
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Blue Cross and Blue Shield Do . . .  
support outpatient surgical care. Whenever 
possible, minor surgical operations should be 
performed either in the doctor's office, or at a 
hospital on an outpatient basis. By utilizing 
outpatient surgical care. the expense of a 
costly hospitalization is avoided. 
The Florida Plans have actively encouraged 
this procedure since 1968. Savings have been 
significant, and will continue to grow as more 
and more subscribers become aware of the 
advantages of having surgery and claims 
handled on an outpatient basis. 
Hospital Relations 
You Should . .. 
use your hospital benefits carefully. Certainly 
no one expects patients not to use hospital 
care when they need it. But some patients 
stay in the hospital longer than medically 
necessary because they think they "need a 
rest" or want to "get their money's worth". 
Some automatically ask their doctors to 
hospitalize them for ailments that could be 
treated just as well on an outpatient basis. 
And these patients contribute to your higher 
health care costs: the total bill for just 
100,000 people staying in the hospital one 
unnecessary day is $6 million a year. 
Blue Cross Does .. . 
watch hospital costs carefully. All hospitals 
under contract with Blue Cross of Florida 
must serve notice 60 days in advance of any 
impending rate increase and be subject to 
annual audits of hospital claims. 
After receiving a notice of intent from a 
hospital, our Hospital Relations Department 
analyzes and compares the new suggested rate 
to charges being made by similar hospitals in 
the area. A decision by Blue Cross of Florida 
to accept or to reject the rate is determined. 
Auditors review actual claims records and 
charges from each contracting hospital on an 
annual basis. They protect subscribers' 
interests by verifying claims. 
Through regular hospital audits, and the 
notices of hospital rate increases, Blue Cross 
and Blue Shield of Florida have saved 
$11,253,321 the first three quarters of this 
year. 
Area Wide Planning Councils 
You Should . .. 
understand Area Wide Planning Councils - they 
help keep costs down in your community. 
By studying available resources and current 
community needs, local planning councils can 
often prevent the waste caused by duplicating 
facilities and services within the same area -
an expense that eventually must be borne by 
local patients. 
A city may have cobalt treatment units in 
serveral hospitals, fo r example, when one 
fully equipped unit could adequately se rve 
the area. 
Regional planning also makes it poss ible to 
dist ribute health care services more efficiently 
to meet the needs of more patients in the 
plann ing district. 
Blue Cross and Blue Shield Do . .. 
actively support Area Wide Planning Councils 
whose prime purpose is to avoid costly 
duplication of hospital facilities and 
equipment within a community. This 
duplication leads to overuse of hospital 
facilities and an inevitable increase in health 
care costs and rates. 
Since 1966, the Florida Plans have actively 
supported every Area Wide Planning Council 
established in Florida. We have provided 
approximately fifty financial grants to various 
Councils. In addition, a "certificate of need" 
from the Area Wide Planning Council is now a 
consideration for new hospitals desiring to 
become Blue Cross member hospitals. 
Other Ways We Help .... 
The Florida Plans also operate two additional 
cost control programs which provide savings 
to subscribers: 
• Coordination of Benefits is a clause now 
included in many Blue Cross and Blue 
Shield group contracts, as well as many of 
the group coverages offered by commercial 
carriers. 
Basically, a coordination of benefits 
prov1s1on prevents the same claim from 
being paid twice by two group policies. 
When there is a medical expense, the 
program determines which company pays 
"first" and which is the "secondary" 
carrier (or the one who pays the balance). 
Expensive and inflationary duplications of 
payment are avoided. 
During the first three quarters of 1975, 
Blue Cross and Blue Shield of Florida saved 
$7,921,528 through th is cost control 
measure. 
• Subrogation. Both Blue Cross and Blue 
Shield of Florida follow the necessary steps 
to minimize the duplication of hospital and 
medical allowances paid by automobile 
insurance firms to accident victims. 
This cost avoidance technique has resulted 
in a $206,827 savings in extra costs for the 
first nine months of 1975. 
91.SC 
We Maintain the Lowest 
Operating Costs of the 
Major Insurers in Florida. 
What are operating costs, and more 
important, how do they affect you and your 
health coverage? 
Well, operating costs are everything it takes to 
run the business of your health insurer. Like 
salaries, taxes, mortgages, office rental or 
maintainance expenses, utilities, etc. 
Operating costs can affect you. Low operating 
costs mean that you get a better return on 
your premium dollar. The more paid out in 
operating costs means that less will be paid 
out in  benefits  to subscribers and 
policyholders. 
The 1975 ARGUS CHART listed Blue Cross 
and Blue Shield of Florida as having the 
lowest operating costs (8.5%) of any of the 
major health care insurers in Florida. 
That means the Plans pay out 91.5¢ in 
benefits for every dollar taken in in payments. 
And that means you're getting the most for 
your money. 
Preparing for the Future 
The Florida Plans are concerned about rising 
hospital and medical costs. 
But we're not stopping there. Right now there 
are a lso several experimental cost control 
programs being tested: 
• Outpatient Ambulatory/Surgical Facilities 
Presently, B lue Cross of F lorida provides 
benefits for outpatient services rendered to 
subscribers at an outpatient ambulatory/ 
surgical facility. 
If this experimental program (an extension 
of outpatient surgical care) proves success­
ful, it may eventually be avai lable through­
out Florida. 
• Health Maintenance Organizations (HMOs) 
We also are working to establish a "pilot" 
program regarding Health Maintenance 
Organizations (HMOs). This revolutionary 
new concept revolves around groups of 
physicians agreeing to provide their HMO 
patients with comprehensive health care for 
a prepaid fixed sum. 
Enrol led members would be entitled to al l  
benefits covered without ever paying more 
than the predetermined fixed fee. 
Participating physicians would share in the 
success or the failure of their respective 
HMOs. 
• Second Opinion Surgery 
One of the newest ideas would require a 
second physician to examine a patient 
when elective (non-critical) surgery is 
recommended by the primary physician. 
The Florida Plans are monitoring the 
research in this area carefully. I f  second 
opinion surgery proves to be a p�actical 
cost control tool, we will initiate it in Flor­
ida. 
The Flo rida Plans are constantly seeking ways 
to control health care costs. I f  you have any 
ideas about how we can do a better job, write 
to us. 
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OPERATING COSTS: HOW BLUE CROSS & BLUE SHIELD 
COMPARE WITH OTHER MAJOR HEALTH CARE COMPANIES IN FLORIDA 
Operating costs among the major health insurance companies in Florida vary 
considerably. They are important to the subscriber because the more paid out 
in operating costs, the less is paid out in benefits to policyholders. 
The health insurance industry's most reliable source of information for 
comparing operating costs between various companies is the ARGUS CHART --
11the Bible" of the industry -- published annually by The National Under­
writer Company, an independent finn specializing in insurance information. 
The 1975 ARGUS CHART lists Blue Cross & Blue Shield of Florida as the com­
panies with the lowest operating costs of the 13 major health insurance 
companies in Florida. The 13 largest health insurance companies were deter­
mined from a report by the Florida State Insurance Department. 
A comparative listing of the operating costs of these 13 health carriers by 
the 1975 ARGUS CHART and given in percentages of premium income received 
show that Blue Cross & Blue Shield's operating costs for combined individual 
and group contracts are 8.7%. That means 91.3 cents are paid in benefits 
for every dollar received in premium. 
By comparison, operating costs of the other 12 major health insurance com­
panies in Florida range from 9.3% to 44.4%, and average 19.8%. Companies 
used in the ARGUS CHART comparison are Aetna Life Insurance Company, Bankers 
Life and Casualty Company, Connecticut General Life Insurance Company, 
Equitable Life Insurance Society of the United States, Gulf Life Insurance 
Company, Independent Life and Accident Insurance Company j Metropolitan 
Life Insurance Company, Mutual of Omaha Insurance Company, Provident Life 
and Accident Insurance Company, Prudential Life and Accident Insurance 
Company, Travelers Insurance Company and Washington National Insurance 
Company. 
Knowledgeable health care plan consultants reconmend that the public choose 
a company with a high ratio of claim payments to premium dollars received 
because that company is giving its customers the most for their money. 
At this point, it might be well to define what exactly constitutes operating 
costs. Operating costs include everything it takes to administer or operate 
the business of a health insurance company. Salaries. Sales commisions to 
agents where applicable. Dividends to stockholders. Advertising costs. 
Taxes. Office rental or mortgage expenses. Maintenance. Utilities. Sup­
plies, etc. 
Why, then, do Blue Cross & Blue Shield of Florida have the lowest operating 
costs of all major health care companies in Florida. 
The reasons are simple: 
(1) As non-profit organizations, Blue Cross and Blue Shield do 
not pay dividends to any stockholders. In essence, stock­
holders are its subscribers and the monies they have paid 
is pooled to help pay their hospital and medical bills when 
they need it. 
(2) Blue Cross and Blue Shield do not pay commissions to its 
sales representatives. 
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(3) Through its unique claims handling relationship with member 
hospitals and participating physicians, Blue Cross and Blue 
Shield are able to keep its overhead lower than its major 
competitors. 
Not only do Blue Cross and Blue Shield have the lowest operating costs of 
any of the major health care companies in Florida, but it also pays out more 
in benefits to subscribers than any other health care plan -- year after year. 
A question often asked is how do Blue Cross and Blue Shield Plan executives' 
salaries compare with other businesses. Salaries of Plan executives are 
significantly lower than the insurance/financial cormnunity's average, and 
lag even further behind general business executive salaries. In 1974, accord­
ing to Hay Associates, one of the world's largest general management consult­
ing finns, Blue Cross executive salaries were below the average of the finan­
cial conmunity by 28% and of general industry by 41%. 
Another question frequently asked concerns advertising costs. Why is it 
necessary for a non-profit organization such as Blue Cross and Blue Shield 
to advertise? Advertising attracts good risk business and, in turn, helps 
maintain lower rates to our subscribers. It also is by far the cheapest way 
for the company to conmunicate with its subscribers and with the public. 
Blue Cross and Blue Shield's monthly advertising costs amount to only_1__J_L2 
cents a month per subscriber, or 30 cents a year. 
In ultimate measure of dollar efficiency -- total administrative costs -­
the Blue Cross and Blue Shield organization record in comparison with other 
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HOW BLUE CROSS & BLUE SHIELD OF FLORIDA 
HELPS CONTROL HEALTH CARE COSTS 
Spiralling costs in the health care industry are a major concern to all of 
us. Contrary to what you may have heard or read, Blue Cross & Blue Shield 
of Florida have not thrown up their hands and capitulated to these rising 
cos ts. 
Blue Cross & Blue Shield of Florida practice many cost control methods. 
Most of these methods are not new. In fact, we've been doing them for years. 
The most basic savings opportunity is cost avoidance through efficient 
administrative procedures, assuring that only actual and necessary bills are 
paid. 
How well have these cost control methods practiced by Blue Cross & Blue 
Shield worked? Well enough to have saved our subscribers over $20 million 
during the first nine months of 1975. Following is a breakdown of the savings 
in specific areas of Blue Cross & Blue Shield operations. 
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(1) COORDINATION OF BENEFITS SAVED SUBSCRIBERS $7.9 MILLION 
At Blue Cross & Blue Shield of Florida, on all applicable contracts, we 
follow the practice of not duplicating benefits when another carrier has 
primary responsibility for the claim. For instance, a husband may have 
health care coverage via his place of employment, while his wife has Blue 
Cross & Blue Shield coverage through her job. We check and coordinate the 
total benefits, assuring that duplicate payments are not made to more than 
cover the actual health care costs involved. 
Extra expense avoided during the first nine months of this year amounted to 
$7,921,980. 
(2) FEE REDUCTIONS SAVED OUR SUBSCRIBERS $1.8 MILLION 
A paid-in-full contract called 11 Usual, Customary and Reasonable 11 , or 1 1 UCR11 , 
is offered to subscribers of Blue Shield of Florida. In this program, 
participating physicians agree to accept the UCR (Usual, Customary and 
Reasonable) allowance fee -- which is based upon the past charge patterns of 
Florida physicians for specific services -- as their full payment. This 
helps hold down physician charges to a standard or average fee. Cost 
reductions from UCR have amounted to $1,890,692 from January 1 through September 
30, 1975. 
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(3) SUBROGATION SAVED OUR SUBSCRIBERS $206, 000 
Both Blue Cross of Florida and Blue Shield of Florida follow the necessary 
steps to minimize the duplication of hospital and medical allowances paid 
by automobile insurance firms to accident victims. This cost avoidance 
technique has resulted in a $206,827 savings in extra costs in the first nine 
months of 1975. 
(4) HOSPITAL AUDITS SAVED OUR SUBSCRIBERS $12 1,000 
Included in the contract between the member hospitals and Blue Cross of 
Florida is a provision giving Blue Cross the right to conduct audits of each 
member hospital's claims. This cost control program is conducted by an 
expert staff of auditors. Their purpose is to make certain that subscribers' 
rates are protected through proper and controlled claims submitted by Blue Cross 
member hospitals. 
(5) 60-DAY NOTICE OF HOSPITAL RATE INCREASES SAVED OUR SUBSCRIBERS 
$11. l MILLION 
All hospitals under contract with Blue Cross of Florida must serve notice 60 
days in advance of any impending rate increase. Our Hospital Relations 
Department, upon receipt of a notice of intent, analyzes and compares the 
new suggested rate to charges being made by similar hospitals in the area. 
A decision by Blue Cross to accept or reject the rate increase is then 
determined. 
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The contract provides that, where a difference of opinion exists, a peer 
group of hospital administrators will consult to make a final recommendation 
regarding a reasonable charge for the specific service involved. But the 
main point is that this 60-day "waiting period" vs. immediate and unilateral 
rate increases by hospitals was responsible for a savings of $11, 131, 546 
during the fi rst three quearters of 1975. 
PUBL I C  EDUCAT I ONAL E FFORTS 
Through the years, we have circulated newsletters, bulletin board pieces and 
other literature to inform our subscribers of the necessity of not abusing 
their benefits. A truism of health care insurance is the greater the usage, 
the higher the rates. Naturally, when our subscribers need hospital and 
medical attention, we urge optimum care. But we also say to them, don't 
prolong your stay beyond what your physician feels essential. �our best to 
reduce unnecessary utilization of your health care coverage. 
l�«-.c t 
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CLAI MS ADMI N ISTRAT I ON AN D P E RSONNEL : 
HOW I T  I s  DON E 
For the curren t fi sca l year whi ch ends next June 30 , Blue Cross & Blue Shi eld 
of F l ori da wi ll process 1 1  mi l li on c l a i ms , resul ti ng i n  paymen ts of $ 1 . 2  
bi l li on .  
Thi s  represen ts a vast obli gati on on our part to the publi c and to the people 
of Flori da . I n  a l l ,  we serve 3½ mi lli on peop l e .  2 mi l l i on of these are B l ue 
Cross & B l ue Shi eld subscri bers .  The other 1½ mi l li on are served through 
governmen tal programs that B l ue Cross & Blue Shi e l d of Fl ori da admi n i sters 
the most notable of whi ch are the federal governmen t ' s Medi care A and Medi care 
B programs for most of the sta te ' s  sen i or c i t i zens . 
How do we keep track of such great  volumes of c l a i ms an d cla i ms paymen ts? I t  
isn ' t  easy , but our c l a i ms admin i s trati on i s  di vi ded i n to three major bran ches . 
There i s  a departmen t for processi ng Blue Cross & B l ue Shi e l d cla i ms ,  another 
for handl i ng Medi care A (hospi tal ) cla i ms ,  and another for processi ng Medi c are 
B ( medi cal  and supp l i er cla i ms ) . 
E a ch of these clai m admi n i s trati on departmen ts have a Product i on and Quali ty 
Con trol  unit which i s  complete l y  autonomous from the cla i ms processi ng fun cti on 
and answers direct ly to the V i ce Presi den t of that departmen t .  For example , 
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for Blue Cross & Blue Shield claims administration, the Production and Quality 
Control unit answers directly to the Vice President of Blue Cross and Blue 
Shield Claims. 
Production and Quality Control is an internal audit function which is some­
times described as the "conscience" of the claims department. It is responsible 
for continually monitoring the effectiveness of claims, correspondence, and 
corrmunications functions in order to provide claims management with clear 
measures of effectiveness and to plainly indicate where action is needed to 
improve or maintain an acceptable level of service. 
Weekly production reports provide management with (1) claim and correspondence 
receipts, (2) units of work processed, (3) ending inventories, (4) work days 
on hand, (5) percent of receipts processed, and (6) percent of claims processed 
in 14 days, 21 days, etc. � on a monthly basis. 
For example, in September, 1975, our reports showed that we processed 93% of 
Blue Cross claims in 14 days ; 93% of Blue Shield claims in 14 days ; and 81% of 
Maj or Medical claims in 14 days. 
Producti on and Quality Control is also responsible for projecting claim and 
correspondence receipts so as to project administrative needs in accord 
with the growth and increasing complexities of the Blue Cross & Blue Shield 
corporations. Additionally, video tenninals in each of our 19 offices 
throughout the state provide immediate electronic access to our computer records 
to better serve our customers . 
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Considerable seasonal fluctuations and claim volumes occur in Florida because 
of the number of visitors from other states. It is cri ti cal to make the 
right proj ections so that Blue Cross & Blue Shield will have the trained 
manpower in the right department at the right time. 
What continually transpires, on a day-to-day basis , are constant audits and 
checks in all areas to assure that claims are being correctl y  administered, 
that allowances are correctly computed and pai d, and that our subscribers are 
given as rapid claim payment service as we can possib l y  provide. 
We take very seriously the errors which are called to the attention of our 
claims examiners or complaints which are made by outside sources . Even so , 
it must be kept in mind that when 11 million claims (5 . 7 mil lion in Blue 
Cross & Blue Shield) are processed, it is inevitable there will be occasional 
errors. Always, we continually try to improve performance. Whi le perfection 
is out of reach , it remains our goal. 
BLUE CROSS - BLUE SHIELD BENEFITS ADMINISTRATION DATA PROJECTIONS 
FOR FISCAL YEAR ENDING JUNE 30 , 1 976 
TOTAL PROJECTED 
CLAIMS VOL UME DISBURSEMENTS 
FY 1 76 FY '76 
BLUE CROSS 1 , 155 ,611 $321 , 785 ,058 
BLUE SHIELD 4,545 ,335 $ 1 1 2 ,416 , 836 
MEDICARE A (HEALTH INSTI TUT IONS) l , 2 8 1  ,40 1 $480 ,437 ,000 
MEDI CARE B (PHYSICIANS & SUPPLIERS) 4 , 085 ,390 $298 , 233 ,470 
TOTAL BENEFI TS ADMINI STRATION 11 , 067 ,737 $1 , 212 , 872 ,364 
A s  of May  1 ,  1 975 
V I C E  P R ES I D E NT 
M E D I CA L  0 1  R ECTO R 
• Medica l  Pol icy , Re l at ive Value 
& Pr i c i ng  and Coding 
• Med icare Part "A" Appe als 
• Phys ic i an Rev iew • BC/BS 
C la ims 
• Phys i c ian R ev iew • M ed i care B 
• Phys i c i an Rev i ew of Pre­
pay ment  C l a ims 
P R ES I D E NT 
B L U E  C ROSS o r. F LO R I DA ,  I NC .  
BLUE SH I E LD O F  F LO R I DA ,  I NC .  
S E N I O R  V I C E  P R ES I D ENT 
B E N E F I TS ADM I N I ST RATION 
VICE P R E S I DENT 
B LU E C R OSS & 
B L U E  SH I E L D  CLA I MS 
• Blue Cross C la ims 
• B lue Shie ld C la ims 
• BC/BS Product ion 
Qua l ity Contro l  
Page 2 
V I C E  P R ES I DENT 
M E D : ".:A R E  "A" 
• Medicare Part A C la ims 
• Prov ider Re imbursement 
• Puerto R ico Service Off ice 
BEN E F I TS ADM I N I STRATION 
GOVT. P ROGRAMS 
D I R ECTO R 
• Government Programs Coordinat ion 
• Med ica re I nformat ion Serv ices 
I 
V IC E  P R ES I D E N T  
M E D I CA R E  "B"  
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I NNOVAT IV E H EALTH CARE PROGRAMS 
V ITAL TO OUR SUBSCRIBERS I NTEREST 
For the record , what have B l ue  Cross & B l ue Sh ie l d of Fl orida done - - and what 
are they now doing - - to pioneer new heal th care programs vital to the best 
interest of it� subscribers . 
The Fl orida P l ans have been criticized for not using innovative practices to 
control hea l th  care costs . They have been pic tured as 1 1 unconcerned 1 1  on mat­
ters of cost containment .  Bu t this is not true . 
Let ' s  begin with 1 1outpatient surgical care" , a program founded by B l ue Cross & 
B l ue Shie l d Pl ans nationwide and impl emented in Fl orida in 1968 .  The concept 
of 1 1outpatient s urgical care" is t hat muc h  surgery can be done without  being 
admitted to a hospital .  
This program has resu l ted in significant savings , thanks , in l arge measure , to 
a growing awareness by B l ue Cross & B l ue  Shie l d subscribers of the personal and 
financial advantage of having surgery performed on an outpatient basis . 
A second experimenta l  program that has proved to be a considerabl e s uccess 
I 
is I I  Hospital Pre-Admission Testing 1 1 • Which simpl y  means tests are performed and 
eval uated before the patient enters the hospita l . By doing this , the first 
one or two days of a hospital stay ca n  be saved whil e the patient undergoes tests 
and x -rays t hat can be handl ed on an ou tpatient basis. 
- 2 -
1 1 Pre-Admi ssi on Testi n.9_1 1  h.as been an i ntegral part of Blue Cross & Blue Sh i eld 
coverage i n  Flor ida si nce 1 97 1 . Wi thout th i s  i nnovative practi ce ,  health care 
costs would be even h igher today . 
Other programs d irected toward cost sav i ngs , e i ther now i n  use or u nder study 
by Blue  Cross and Blue Shi eld of Flor ida , are : 
(1) Outpati ent Ambulatory Surgery : Blue Cross of Flor i da i s  
presently pay i ng subscri ber benef its for one outpati ent ambulatory 
surg i cal fac i l i ty i n  Fort Lauderdale . Two add it i onal fac i l i ti es 
should be approved soon . If th i s  exper i mental coverage conti nues to 
be a success , thi s  coverage eventually w ill be ava i lable throughout 
Flor i da .  
(2 } Health Mai ntenance Organ i zati ons : We are work ing to estab­
l i sh a 1 1 p i lot test 1 1  program regard i ng Health Mai ntenance Organ i zati ons .  
T h i s concept revo1ves arou nd groups of physi c i ans agree i ng to provi de 
pati ents w i th comprehensi ve heal th care for a prepa i d  f i xed sum . 
Enrolled members of an  1 1 HMO 1 1  are enti tled to all benef i ts covered 
wi thout ever payi ng more than the predetermi ned f ixed monthly fee . 
For over the past si x months , F l or i da Blue Cross & Blue S h i eld have 
been negotiati ng w ith the Duval Cou nty Fou ndati on for Med i cal Care 
regardi ng a test 1 1 HMO 11 program . Ultimately , we hope to put together a 
f i nanc i ally sound and comprehensive benef i t pac kage . Th i s  p ilot pro­
j ect should provi de valuable data concern i ng whather HMO act iv i t i es 
should be expended or c urta iled .  
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(3 ) Second Opinion or Elective Surgery : This is currently one of 
the most publicized ideas in health care coverage. It prov ides for a 
second physician to screen and exam i ne a patient when elective (or 
non-critical) surgery is recommended by another physic i an. Thi s 
procedure may prove to be an effective cost control measure. But 
presently there is only a minimum of research and experience upon which 
to draw any final conclusion. 
We plan to closely monitor results from hea l th care plans such 
as Blue Cross & Blue Shield of Greater New York, soon scheduled to 
offer th i s  option to a small percentage of group subscr i bers . 
(4) Areawide Health Planning Councils : Still another health care 
cost control is the concept of areawide health planning councils . 
The prime purpose of these councils is to avoid costly dupl ication of 
hospital  facilities and equipment w ith in  a local area or community. 
( Dupl ication encourages overuse of expens ive hospital facilities or 
the expense of maintaining unu sed facilities and an inevitable in­
crease in haalth care costs.) 
Since 1966, Blue Cross of· Fl or i da ha s supported every areawide 
planning council in Florida, providing approximately 50 financi al 
grants to various councils. In addition, a 1 1 Certificate of Need 1 1  from 
the areawide planning council i s  now a consideration for new hospi tals 
desiring to become Blue Cross member or contracting hospitals . 
We bel i eve the facts s how that we have done -- and are doing -- a great deal 
to test, research and use effective methods to meet the health care needs of 
our subscfi bers at minimum cost. 
.-
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National l y, the B l ue  Cross & Bl u e  Shie l d  system has al ways pioneered heal th 
care improvements and cost savings ideas. It is a l so tru e  here in F l orida. 
Bl u e  Cross and Bl ue  Shiel d is a l ways open to new ideas and are a l ways l ooking 




STATEMENT OF J. W . HERBERT , Presi dent of Blue Cross 
of Flori da, Inc. and Blue Shi e l d  of Flor ida ,  Inc. 
before the 
INSURANCE  COMMISSIONER OF FLORIDA 
on November 1 3 ,  1 975 
i n  the matter of a request for an i ncrease i n  rates on some 
Blue Cross and Blue Shi eld contracts and r i ders. 
/ 
Your Honor , Mr. Commissi oner , I am John W. Herbert , Presi dent of Blue Cross 
of Flori da and Blue Shi eld of Flori da .  I would l i ke to express our ap­
preci at i on for the opportunity to pub l i cly explai n  the f i nanci al si tuat i on 
of Blue Cross and Bl ue Shi eld whi ch makes i t  urgently necessary for us to 
ask for i ncreased rates on four Blue Cross contracts , f i ve Blue Shi eld 
contracts , several r i ders and the combi ned Blue Cross and Blue Shi eld 
contract for Flori da's seni or c i t i zens ca l l ed Complementary Coverage . 
In our strong des i re to gi ve you as comprehensi ve a vi ew of our needs as 
possi ble, I have asked for assi stance at thi s  heari ng from the Cha i rman 
of  both of our Boards of D i rectors , key staff members , some outsi de con­
sultants whom we employ , and several representat i ves of Flori da Hospi tals . 
I have asked some of these peop l e  to assi st me i n  thi s  presentat i on ,  but 
I want you and your staff to know that all of us are here to answer any 
questi ons, you , your staff , the press and the publi c-at- l arge may have. 
Please feel free to call on any of us a nd we w ill do our best to respond 






At this time I woul d l ike to introduce to you the foll owing persons and I 
ask that they stand as I ca l l their name : 
Mr. W. R. " Buster "  Hancock , Chairman of the B l ue C ross Board of 
Directors 
Dr. Joseph Matthews , Chairman of the Bl ue Shiel d Board of D i rectors 
representing the Blue C ross and Blue Shiel d staff 
W. J. Stansell , Senior V i ce President 
J. D. Lewis , Senior Vice President - Benefits Administration 
J. S. Sl ye ,  V i ce President - Legal and Public Affairs 
W. R. Skell ey , Vice Pres i dent - Finance 
Wilbur Gay , Director of Actuarial and Underwr i ting Services 
Dave Mancini , Director of Corrmunications 
Gene Ryan , Manager of Co rporate Financia l Anal ysis 
also here to be of assistance are 
Senator Jack Mathews , representing our general council 's l aw firm 
from Jacksonvil l e. 
James Durkin , Consul tant Actuary , Peat , Marwick , Mitchell & Company 
who have been employed since 1967 as our retained 
actua ria l council . 
David R. Kl ock , Assistant Professor of Insurance, University of 
Florida. 
Jack Monahan , Executive Vice President , F l orida Hospital Association 
Pat Groner , Executive Directo r ,  Bapt i s t  Hospita l , Pensaco l a  and 
member of the B l ue Cross Board of Directors . 
El win 1 1 Rip 1 1  O'Steen , Adm i nistrator , Jackson Hospita l , Marianna , F l a .  
Kenneth T. Swanson , President , Bay Front Medical Center , Inc. , 





Our presentation today is divided into three volumes of documentat i on :  
Volume 1 • • • • . • . .  Our letters requesting your cons i derat i on 
on rate changes i nclud i ng the loss rat i os 
and requested monthly increase in rates by 
contract and ri ders on which a rate adjust­
ment is needed . 
Volume 2 • • • • • • • •  A rev i ew of our cost containment and cost 
avoi dance efforts. 
A rev i ew of our benef its administrati on. 
Volume 3 A rev i ew of our publi c  relations programs . 
Excerpts from these volumes for the Insurance Department have been pre­
pared as press kits and as a distribution to those in the audience so 
that everyone present w ill have the appropri ate i nfonnation to assist 
them i n  obtaining maxi mum understand i ng of what we have to say. If there 
is anyone i n  the room who does not have this infonnation , I ask at this 






The ma i n  text of  t h i s  i nfo rmat i on we have d i s t r i bu ted to t he p ress and/ o r  
publ i c  cons i s t s  of : 
(a ) . . . . . . . .  f i ve exh i b i ts s h ow i ng o u r  fi nanc i al s i t uat i on bot h  
cu rrent and proj ected . 
(1 ) Comb i ned B l ue C ross  and B l ue Sh i el d exper i ence 
on t h ose contracts fo r wh i ch an i ncrease i s  
bei ng reques ted . 
(2 ) A break-out of  combi ned B l ue Sh i e l d contract 
experi ence . 
(3 ) A break-out  of combi ned B l ue C ross  cont ract 
exper i ence . 
(4 ) A tota l  corporate p i ctu r·e of  B l ue S h i el d - al l 
underwri tten cont racts . 
( 5 )  A tota l co rporate p i ct u re o f  B l ue C ross - al l 
underwri tten contracts . 
(b ) . . . . . . . . four fact s heets 
( 1 ) O perat i ng Cos t 
(2 ) Cos t Conta i nment ( cont ro l l i ng heal t h  care cos ts ) 
(3 ) Corporate Perfo rmance (c l a i ms admi ni s t rat i on )  
(4 ) Innovat i ve heal th  care program 
(c ) . . . . • . • .  two news re l eases 
(1 ) Comp l ementary Coverage s u rvey and rate i nc rease 




Having concluded my introductory remarks and moving into the speci fics 
as to why we are here, I feel compelled to state that as the President 
of Florida ' s  Blue Cross and Blue Shield Plans, I cannot stress strongly 
enough that what we are considering today is the well being and health 
care security of almost two million Floridians and the financial security 
of the corporations to which these people look for the same . I use this 
total enrollment figure as the number who will be affected even though 
we are not asking for an increase in rates on all subscribers . 
The question thus can easily be raised if hospital and doctor 
charges are going up for everyone, why are only certain Blue Cross and 
Blue Shield contracts included in today ' s  request . 
The answer is . . • . • • . . mos t of the people not included in this rate 
increase request are covered on experience rated contracts i n  grou ps 
of 50 or more people . These groups are experience rated annually by 
a rating formula which has been approved by the Insurance Department . 
Others not affected are in categories that have not had heavy utiliza­





CONTRACTS ANDRIDERS NOT AFFE.CJED_ID'_J:_HJS�R_EgUEST . FOR . A . RATE · ADJUSTMENT 
� 
Bl ue Cross  and Bl ue Sh i el d meri t rated 
contracts for a l l groups of 50 or 
more emp 1 oyees 
Student " Preferred " B l ue Cros s 
Student "Type K" Bl ue Sh i el d 
Type 11T 11 B l ue Shi e l d  ( Non-group contract 
med i cal l y  underwri tten ) 
Type " F "  Bl ue Sh i e l d  - ( a l so ol d convers i on 
contr&ct ) 
Type " H "  B l ue Cros s 
Type 11 H 11 B l ue Sh i e l d  ( convers i on contract 
for Federa l Empl oyees ) 
Bl ue Cross  and �l ue Sh i e l d  Federa l Empl oyee 
Program 
Bl ue Cros s and Bl ue Sh i e l d Extended 
Benefi ts ( ri der ) 
Bl ue Sh i el d Prescri pt i on Drugs ( r i der ) 
Number of Contracts 
September 30, 1 975 
468 , 1 97 
5 ,437 
5 , 437 
24 , 735 
1 ,81 5 
1 , 1 97 
l ,  1 97 
60 , 567 * 
s . o64 
1 8 , 463  
* The  Federa l Empl oyee contract i s  rated nat i ona l l y  wi th no  i nput on the 





Cm!TRACTS O;i WH I CH AN /I J' J U 'TM ENT H J  �:t1 F S  I S  h - C t>' -.t, 'J V -·-* --- -·- ----- · ·--· ""' -·-
as of St �itembe r 30 , l 9 7 5  
B l ue Cros s l ype " F 1 1 Non -�ro_tp_ cor, trad of  f£, rea on  il non 
bas i s  i,1 it h  med i u l  :..nde •"Wri t i ng 
group 
?6 , 68f co�t racts . 
8 1  Ut,. Cru s s  Type "J 1 1  . .. . . . . .  " D i rec t P .�y�1t co n t ract  offered d s a convers ·i o r. 
co ntracts to  former g roup  subs c ri ber' . . .  9 ! , 7 39 £O ijt1:2_s:_ts 
B � -i t-"• C ros � Type 1 1J 1 1  • • • • • • • •  Group ron tract  o ffered to a ·1 1  s i n� ,1 toup'.l .iw 
t h i s rate i n c rea S <' u p p l i ca t i on or 1 y a op l i c:. 
s e 1 f- a dj us t i iKJ ,·a ted g rouµs  from 5 to  50 Ctrif-: l vYe2s . 
• . .  2 , 683 contract s . 
G l u ;� Cros s Typf' 1 1 P "  • • • • • • . •  P refe rred G ro up con t ra c t  offered t o  a l l s i Le 
g roups  but  t h i s rate i ncreas e  a p p l i ca t i on  on l y  
a p p l i es to s e l f-a dj u s t i ng rat ed g roups  f rom :, 
to 50 emp l oyees . • .  52 , 63 2  contracts  . 
B l ue  Sh i e l d Type " K" . . . . . . .  D i r ect  P11yrnen t  contract  o ffered as  a co n-. ers ·: .m · · 
contra cfto-for-m2r  group  s u b s cn bers . . •  84 , 9 /3  
co 1 1 tra cts , 
Bl u e  Sh i e l d  Type " K 1 1  • • • • • • •  G ro �ip co nt ract  . . .  offered tu  an s i l. e �J ' ,) u rs ; . r  
t h i s rate i ncrea s e  app l i c a t i on  onl y ctpp . � es to 
s p l f- adj us t i ng g ro ups from 5 to 50 einp 1 oye\°:s . . ..  
B l ue  Sh i e l d  Type "A " . • . . •  , .  
2 2 , 362  cont r_�c_t�• 
G ro u p  cont  rat  t o ffo r·ed to  2 1 1 s i ze g ro.i p _; but  
Th i s-rate  i nc r c� a se  a pp 1 � c d. � -. Ni on 1 .1 of.' f • 1 i .:: s  t o  
s e l f - adj u s t i ng 9 rnup<--.  1To: :1 b lo  5 tl emp l oyees . . .  
2 1 . 7 59 cont ract s . 
' 8 1 ue  Sh i e i d  fype " 8 "  .. • . . • • •  G rou i, co n t rd ct o-rfe ,·ed to a. 1 1  s i z P  g ; 0oup s  bu t 
Hils--ra. t e  , c.: ,  C-0 •..; 3 pp 1 i c at f o . , onl y  a p p '; i es t ".J 
s e l f- adj u s t i ng groups  from 5 to 50 empl oyees 
1 0 ,  S 74 CO_!]_t r::�ct s . 
* s ·1 ,H� S h i e l d Type "V 1 1  . . . .. .  , • D i_t..§-'.S:! . .££:tl.!1.� .. flt. offered as a conve :--s i cn co n lra:: 1: 
l1 
, � 1 � � � ros s i n d  B l ue  S � i J ] d .  
· o�p l �nt nta i y  Coverag2  
Contract  
to forn1e r g roup  c; u k, c r  i L2rs anc1 as  a t ra n ,, ·F ,� i-- 1 n 
C (V i tra c t  fo i s u b c; .: ) •H, 2rs riov ·i nq to i=-l o ri d a fr;;n, 
··>1- : • "' e ·1 ,  e· S 1n 1 e l 1 fn ·1 n a "·0 :i .:c  2 9Q,.. · ·o ·t a c"· "- _ . •  f .... ! .., \'i ... 1 • .J , C. i '--· t . .J e ;> .. 'J 1_.10 ,..,. _,.!!,_.!:,_ V S  CJ 
. �e ,1 o r  t i '!" ' Z t:: '  .. 1 ( , , . t r?:ct  u ·fff!" 'C (  t t-1 f l c r 1 d ; c1  . .  :: 
o\·er ti:-i \'i f• o ,1 r� d• Vt-:red by Meo i C d (t as  a 
s u npl ,'ITf· i Y, H.• t l . 2. ; 0• Mv: •, c .:\ 'fe COVE:Y c iJP 
254 , 6 3H ,c , ,+. ,• ... rr . ..:: .  
I ne r  e :1 s e  i n  rates  reqJeS ted 0 ,1 t t) e .se  --- c, h ··· t c. t �, r ,cr 
fn i ng .  




BLUE CROSS AND BLUE SHI ELD R IDERS ON WHI CH AN ADJUSTMENT I N  RATES IS  NECESSARY 
* Maj or Medi cal 
* Outpatient Diagnostic 
X-ray and Laboratory 
Supplemental Accident 
48 , 703 riders for groups of l ess than 




190 MM contracts with no dental coverage 
3,562 MM contracts with dental coverage 
including orthodontia benefits. 
4 , 231 MM contracts with dental coverage 
excluding orthodontia benefits . 
41 ,631 riders offered on group contracts­
only those for groups under 50 w ill 
be affected . 
139,385 riders offered on group contracts­
only those for groups under 50 will 
be affected . 
* Increase in rates requested on these riders not inc l uded i n  our 
previous filing. 
-8-
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BLU E C R OSS O F  F LO R I D  N D  B L U E  SH I E L D O F  F LOR I DA 
Grou p Payments - Type J ,  Type Preferred , Type A, Type B, Type K 
D i rect Payments - Type F ,  Type J ,  Type K ,  Type V 
Complementary Coverage, DX L R ider,  Major Med ica l  and Su pplementa l  Acc ident R ider 
� 9 ,538 ,700 
,..,,,.. v ... 
� � 
I NCU R R E D  C LA IMS COST _,,/ h,ol' 
AND � 





...--_,.r � - 6 ,520 ,800 
_/ 
�,...- .... -
I N COME F ROM F E ES 
� A N D  ---- N ON-OPE RA Tl N G  SO U R C ES --
i---
� - ACTUAL PROJECTE D  -
I I 
Ju l  Aug Sept Oct Nov Dec Jan Feb Mar Apr May Jun Ju l  Aug Sept Oct  Nov Dec Jan  Feb Mar  Apr May Jun Ju l  �ug  Sept  Oct Nov Dec Jan Feb Mar  Apr May Ju n 
1 973 1 974 1 975 1 976 
-
-......_ r----- --r--r-----.. -
r--i----...... 
; ---... � 
CUMU LATIVE  ,,V --..... 
LOSSES 
N E T  G A I N  OR LOSS r-.... r-.... ..... Jan . - June, 1 975 $ 5,081 ,378 ,- .. : 
July - Dec., 1 975 (est ) 9,731 ,760 -.. ........... ::· 
Jan .  - June, 1 976 (est ) 1 5,51 0,224 � -3,0 1 7 ,900 
Esti mated 18 month Total $30,323,362 
. 
- ACTUAL PROJECTED -
I ' 
Jul Aug Sept Oct Nov · Dec Jan Feb Mar Apr May Jun  Ju l  Aug Sept Oct Nov Dec Jan Feb Mar Apr May Jun  Ju l  Aug Sept Oct Nov Dec Jan Feb Mar Apr May Jun  
1 973 1 974 1 975 1 976 
F i gure 
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BLUE SH I E L D  LOR I DA 
Group Payment - Typ , Type K ,  Type B 
Direct Payment - Type K ,  Type V 
Equalized Complementary Coverage, DXL Rider, Major Medical, Supplemental Accident Rider 
✓ 
� l,,,d'" __, -
� ..,.,,. I NC U R R ED C LA IMS  COST 
AND / --
OPE RAT I NG EXPE NSES ..,,. 
... 
..,.l/ ·., ' L., ., . .  , 
"' �- ·: .a .• C " -� 
� .r __,,. ,, 
_.,,. _.. ' --- " -- - - I NCOME F ROM F E F.S - - AND 
,.... - NON-OPE RATI N G  SOURCES  
ACTUAL PROJECTE D 
I I I I 
J u l  Aug Sept Oct Nov Dec Jan Feb Mar  Apr May J u n  Ju l  Aug Sept Oct  Nov Dec  Jan Feb Mar  Apr  May Jun J u l  !Aug Se pt Oct Nov D:!c Jan Feb Mar  Apr May Ju  
1 973 1 974 1 9 75 
-r-----
-r---� ... . r.1t Vif� �[ '. ){.[: , ... ... · .. . ,. """'-'- ·•C 1/ •'- I ---- ···•·.; 
it'. 10 . ·'::·� �- : ,_; r--- , ;--.., = . -.• .·• .. J, 
,JI � 
. '" 
_ .,,j �:: i.... ,.., . ·;s ?J; �;:. '·· 
---... � §,. ;. I 
.•· 
. .. ·· :« 
N E T  GA I N O R  LOSS -.;a :!t :iJ C UM U LAT I VE 
LOSSES  
....... � � 
Jan .  - June,  1 975 $ 2,063,439 
Ju ly - Dec. ,  1 975 ( est) 3,861 ,430 
Jan .  - June, 1 976 (est ) 6,1 55,062 
Esti mated 1 8  month Total $1 2,079,931 ACTUAL PROJECTED � ' -
I I I I 
I 
3 ,298 ,700 
2 ,098 ,800 
n 
1 976 
- 1 , 1 99 ,900 
Figure 
# 2  
1 1  /5 Jul  Aug Se pt Oct Nov Dec Jan Feb Mar  Apr  May Jun Jul Aug Sept Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sept Oct Nov Dec Jan Feb Mar Apr Ma y J u n  


























1 1 /5 
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BLU E C R OSS F LO R I DA 
Grou p Payment - Type J, Type Preferred 
D i rect Payment - Type F, Type J 
Equa l i zed Complementary Coverage, DXL  R i der,  Major Med ica l ,  Su pplemental Acc ident R i der 
I NCU R R E D  C LA IMS  COST 
AND 
OPE RAT I NG EXPENSES  
-
I NCOM E F R OM F E ES 
AND  
NON-OP E RATI NG SO U RC ES 
6 ,240 ,000 
2 .0 --t---+-+--+--+----,1----t---+-+--+-+---l--+--t----t---+-+--+-+---l--+----"l---+-+-....__,_ _ _.____._ __ --l--+----il---+--+---I 
1 .0 
. 5  
0 
. 5  
- 1 .0 
- 1  . 5  
-2 .0 
ACTUAL PROJECTE D 
J u l  Aug Sept Oct Nov Dec Jan Feb Mar  Apr May J u n  Ju l  Aug Sept Oct Nov Dec Jan Feb Mar  Apr May Jun  J u l  ug Se p t  Oct N o v  Di e  J a n  F e b  Mar  A p r  M a y  J u n  
1 973 1 974 1 975 1 976 
CUMU LAT I VE 
LOSSES 
Jan . - June ,  1 975 
July - Dec. ,  1 975 (est ) 
Jan . - June ,  1 976 (est ) 
Esti mated 1 8  month Total 
$ 3,0 1 7,939 
5,870,330 
9,355,1 62 
$1 8 ,243,431 
ACTUAL PROJECTED 
Ju l  Aug  Sept Oct  Nov Dec  Jan Feb Mar Apr May J u n  Ju l  Aug Sept  Oct  Nov Dec  Jan Feb M ar Apr May Jun  J u l  Aug Sept Oct  Nov Dec  Jan  Feb Mar Apr May Jun  
1 973 1 974 1 975 1 9 76 
F igure 
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B L U E  SH I E L D  O F  F L O R I DA 
A L L  L I N ES O F  U N D E RW R I TT E N  BUS I N ESS 
I NCU R R E D  C LA IMS COST 
AND 
OPERAT I N G  EXPENSES  r-------.. _,,. '- / ,_ ,_ '---� - -
� ' ,/+ � V :..--.------..... (1 --
.L :..-' / --r-,.... ..... ;y ,._ 
,� -...,.,, . .  , - "' I NCOM E F ROM F E ES ""' ---� " � - - ,,, AND / )' �- - ' ,r/ - ,; NON-OP E R AT I NG SOU R C ES I--- -- 1, 
' - - -
ACTUAL PROJECTED , -
I ' 
J u l  Aug Sept Oct Nov  Dec Jan Feb Mar Apr May Jun J u l  A u g  Sept O c t  Nov Dec J a n  F e b  M a r  A p r  May J u n  J u l  A u g  Se p t  Oct Nov Dec Jan Feb  Mar Apr May Ju 
1 9 73 1 974 1 975 
./ -I'.. 
L---- " - ---
/' ........ "' r-.__ 
RESERVE  FOR  CONTI N G E NC I ES "'r--. r--. 
I ......... ......._ 
CUMU LAT IVE  
LOSSES ......... 
I'.. 
Jan . - June ,  1 975 $ 3,673,000 "'I'----
Ju ly  - Dec. ,  1 975 (est ) 7 ,857 ,000 r---... 
Jan .  - June ,  1 976 (est) 5 ,87 1 ,000 .......____ 
n 
9,6 1 7 ,000 
8 ,6 24 ,000 
1 976 
Estimated 1 8  month Total $1 7 ,40 1 ,000 ......... 1 ,200 ,000 
- ACTUAL PROJECTED � 
' ' ' ' 
Ju l  Aug  Se pt Oct Nov Dec Jan Feb Mar Apr May J u n  J u l  Aug Sept Oct Nov Dec Jan Feb Mar  Apr May J u n  J u l  Aug Sept Oct Nov Dec Jan Feb Mar  Apr May J u n  
1 9 73 1 974 1 975 1 976 
Figu re 
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BLU E C ROSS O F.OR I DA 
A L L  L I N ES O F  U N D E RW R I TTEN BUSI N ESS 
I N CU R R E D  C LA I M S  COST 
AN D I/ 
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_v R E S E R V E  FOR CON T I N G E N C I E S  'i'-
I I I I 
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Jan. - June ,  1975 $ 3,272,000 
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ACT IVITY PREC ED I NG OUR APPEARANC E TODAY , NOV EMBER 1 3 , 1 975 I N  THIS  
PUBLI C  HEARING CALL ED B Y  TH E I NSURANCE  COMM I S S ION ER O F  TH E STATE OF  FLOR I DA 
The Enabling Act regul at i ng B l ue Cro s s  and B lue Shi el d requires change i n  
contract benefi ts o r  rates t o  be approved by the I ns u rance Commi ss i oner 
pri or to bei ng effected i n  the s tate of F l o r ida . On June 25 , 1 975  we 
filed w ith Commissi o ner As h l er ,  the need to i ncreas e rates on ei ght ( 8) 
of our contracts and r i ders . 
Fol l ow i ng a publ ic hear i ng we rece i ved a den i a l  o rder on September 1 2 , 
1 97 5 . We strong ly  bel i eve that w i t h  the i nformat i on we have a l ready fi l ed 
and wi th the informat i on we are f i l i ng today , we have sat i sf ied every 
objecti on covered i n  the den i a l . 
OUR RE FILING ON THOS E  CONTRACTS AND R I DERS PREV I OUSLY  DEN I ED AS WELL  AS 
OTHER CONTRACTS WHI CH SHOU LD HAV E AN ADJUSTM ENT IN RATES 
S i nce our last f i l i ng on J u ne 25 , 1 9 7 5  wh i ch u s ed i nformat i on from cal endar 
year 1974 , we have updated our  fi na nc i a l  exper i ence on a number of  our con­
tracts so that we now have a va i l a b l e  twenty month s  of exper i ence through 
August , 1975. As a res u l t of an a na l ys i s  of t h i s experi ence , we have 
determi ned that we w i l l  need to rev i s e the ra tes q uoted for the contracts 
i nc l uded in our prev i ou s  f i l i ng of J une 25 � 1 9 7 5  as  we l l a s  inc l ude a 
request for rate adj us tments for t he  B l ue  S h i el d  Type 11V 11 ( convers i on )  
and Bl ue Shie ld  ljpe 1 1 8 1 1  (sma l l groups - l es s  than  50 empl oyees ) contracts 
and the joi ntl y  underwri tten B l ue C ros s a nd B l ue Sh i e l d  Di agnos t i c  X- ray 





Major Medi cal Rider Request For A Rate Increase 
In add it ion to these contracts and r i ders , we also underwrite Major 
Medical Coverage. Major Med i cal prov i des catastrophi c  coverage as a 
supplement to our bas ic  contracts. It does not lend i tself to a r i g i d  
set of standard ized benefi ts i nasmuch as the group may desi gn its own 
Major Medi cal benefits to conform to what they have on basi c coverage . 
Some of the areas where a group has the leeway to taylor-make the ir  
Major Medi cal Program i s  i n  choosi ng  a l ifeti me maxi mum , co- i n surance , 
the deduct i ble and the room allowance . 
We have on f i le w ith the Insurance Department , a fonnula for rat i ng 
Major Med i cal for small groups of 5 to 50 . Our experi ence on th i s  
coverage for this category of groups i s  for twenty months end i ng August , 
1975 and clearly i nd i cates that rates currently bei ng charged for thi s 
coverage are no longer adequate . Consequently , we have i ncluded i n  our 
new f i l i ng of October 1 7 ,  1 975 , an updated Major Medi cal rate formul a 
whi ch i s  necessary to have thi s  coverage carry i tself. * 
* See pages 7 and 8 for a l i st of total contracts and r iders on whi ch 






COMPL EMENTARY COV ERAG E CONTRACT R EQU EST FOR A RATE I NCREASE 
A contract on whi ch we have held the li ne on ask i ng for a rate i ncrease 
as long as possi ble i s  the Complementary Coverage Contract for sen i or 
c i t i zens (over 65 years of age) who have Medi care Part A and Part B .  
Complementary Coverage rates have not been increased s i nce 1972 , but 
benefits have been i ncreased four t i mes , January 1 ,  1972 , 1973 , 1974 
and 1975 . Th i s i s  a total i ncrease of 3� . 1 % i n  benef it s  w ith no in­
crease i n  rates. 
Presently , these Complementary Coverage contracts requi re a rate i n­
crease to bri ng them to a break-even pos i t i on .  In add i t i on to thi s 
fi nan c i al si tuat i on ,  the Soc i al Security Admi n i stration has announced 
an i ncrease i n  the Part A hospi tal deduct i ble from $92. 00 to $104 . 00 
effect i ve January l ,  1976. Hospi tal co-insurance rates (the amount the 
benefi c i ary i s  res pons i ble for under Med i care A) w ill i ncrease from 
$23 . 00 to $26 . 00 per day from the 61st through the 90th day of hosp ital i ­
zat i on , from $46 . 00 to $52 . 00 for t he  li fet i me reserve from the 91 st to 
150th day of hospitali zat i on , and from $11.50 to $13.00 for the 21s t  to 
100th day of confi nement i n  a sk i lled nursi ng fac i li ty. Blue Cro s s  and 
Blue Sh i eld's Complementary Coverage contract assumes thi s deduct i ble and 
co-insurance for the sen i or cit i zen. 
When Compl ementary Coverage p i cks up these i ncreased benefi t levels on 
January 1 ,  1976 , it will measure a s  a 52. 9% increase i n  benef i ts over the 
benefi t s  the contract was paying out i n  1 972. 
-16-
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Blue Cross .. Blue Shield 
I NTER OFFICE MEMO 
-
-
ol Flonda ol nondn 
TO : 
F RO M :  
SU BJ ECT : 
B '.1 84 I /  l'.l 
J . W . Herbert 
Dave Manc i n i 
AT : 
AT : 
SUNCOAST OP I N I ON SURV EYS 
DATE November 1 0 ,  1 9 75  
For your i nformat i on ,  the above f i rm is  a su bsi d i ary of  the St . 
Petersburg T i mes . They have conducted surveys for General Tele­
phone for the past seven or e i ght years . I n  add i t i on ,  they do 
surveys for cou nty and ci ty governments , merchants groups , assoc i ­
at i ons such as home bu i lders assoc iat i on and bank i ng assoc i at i ons , 
plus other marketers of products . 
The i r surveys have been i ntroduced as ev i dence i n  other rate 
heari ngs , such as the Publ i c  Serv i ce Commi ssi on. 
I beli eve the fi rm has been i n  bu s i ness for at l east ten years . 
ADM : bb 





Blue Cross @ Blue Shield® 
of Florida of Florida 
September 29 , 1975 
Mr. Phi l i p J. Ve rnon 
Sun coast Opi n i on Surveys 
P. 0. Box 1 1 2 1  
St. Petersburg , F l ori da 33731  
De ar J a ck : 
P. 0. Box 1 79 8  
5 3 2  R i v e rs i d e  A ve n u e  
J a c k so n v i l le ,  F l o r i d a  3 2 201  
(904)  7 9 1 -6 1 1 1  
We are currently en counteri n g  some prob l ems w i th our Compl ementary Coverage 
program whi ch suppl ements the federa l  governments Medi care program and we 
fee l  you may be ab l e  to h e lp  us sol ve these problems. 
Fi rst , the prob l em. Tradi ti on a l ly , si nce the i n cepti on of the Medi care 
Program , the federa l government has i ncreased the deducti b l es and co i nsuran ce 
benefi ci a ri es are requi red to pay under the Part A porti on of the Medi care 
program. S i n ce 1 972 , B l ue Cross has pai d these i n creases wi th no i n crease 
i n  cost to our s ubscri bers. The federa l government has j us t  on ce agai n 
i n creased these  deducti b l es and co i nsurance amounts .  
I n  addi ti on , duri ng  thi s  same period o f  ti me the number of c l ai ms fi l ed by 
our Compl ementary Coverage subscri bers has i n creas ed s i gn i fi cant ly. For 
exampl e ,  i n  1972 we recei ved 2,591 cl ai ms for every l , 000 s ubs cri bers. I n  
1974 , we received 3 , 66 7 c l ai ms for every 1 , 000 s ubs cri bers. 
These i n creases i n  the deducti b l es and coi nsuran ce , and i ncreased c l a i ms 
experi ence i ndi cates a need for a modi fi cati on i n  our Compl ementary Coverage 
program i f  we are to remai n sol vent. 
Thi s i s  why we need your hel p. Natura l ly our Compl ementary Coverage s ub­
scri bers c:an best te l l  us whi ch approach they fee l they woul d want us to 
use whether i t  be some type of reducti on i n  benefi ts or an i n creased rate 
to keep the i r coverage current wi th cl a i ms experi en ce and federal acti ons. 
Therefore , we fee l some form of a survey may be the best approach. 
The questi on i s  can we deve l op and an a lyze a survey of some form i n  the 
re l ati ve ly  short ti me of about a month? I n  addi ti on , we are con cerned about 
the compl 1 cated n ature of the questi ons we must ask. Therefore we woul d want 
to uti l i ze your experi en ce of design i ng questi onna i res for Seni or C it i zens 
i n  he lp inu us des i gn an effe ctive , understandab l e  questi onnai re for thi s 
project. 
- 1 8-










Di rector- Co11111un1 cati ons 
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November 6 ,  1 9 7 5  
Mr . A .  David Mancini 
Dire ctor o f  Conununi cations 
Blue Cross  and Blue Shield 
P .  o .  Box 1 7 9 8 
Jacksonvi l le , Florida 3 2 2 0 1  
De ar Mr . Mancini : 
Enclosed i s  a copy of  the final report on the B lue Cross  and 
Blue Shield Complementary Coverage subscriber  survey . Included 
therein i s  a complete s tatement of  survey methodology , question­
naire forms , detai led findings and a sununary of obs ervations . 
The findings are based on an exceptional ly l arge subscriber 
response ( 3 , 0 0 7  or 6 0 . 4 % o f  e f fective mai ling }  and s trongly 
sugge s t  Complementary Coverage sub s cribers would be wi lling to 
pay a rate of  " about $ 1 1 . 0 0 "  ( po s iib ly higher }  to maintain 
their  current level  of bene f i ts . 
I t  has been a particular pleasure for me to work wi th you and 
your staf f on th is  meaningful survey . P lease contact me i f  you 
have any que s tions  or  conunents regarding the survey or the final 
report . 
S ince rely , 
�� 
Director 
JV : mw  
Enclosure 






Several observations are apparent from the Complementary Coverage 
Subscriber Survey for Blue Cross and Blue Shield between mid-October 
and early November . Namely . . . .  
Complementary Coverage subscribers take cons iderable interest in 
their coverage programs as evidenced by the more than 60 percent 
response received by the survey cut off date , November 3 .  This 
response is lD1usually high for mail response surveys and particularly 
so in the absence of incentives or rewards , reminders and annolD1ce ­
ments and the relatively short response period (18  days) . 
er-
more 
?:l%) than pa 
ce was 
vident among 
persons who had filed claims with Blue Cross and Blue Shield during 
1975 and the more affluent (See page 7) . 
One half of responding subscribers had used Blue Cross or Blue Shield 
benefits during 1975 ; 46 % had not and 4% did not answer . Most of 
those who had had used benefits for hospital and doctors cost (26%) , 
doctors cost alone ( 2 2 % )  and re latively few had used ( 2 % )  for hospital 
cost alone . Benefit usage was greatest among subscribers with annual 
family income of $ 5 ,000 and over .  (See pages 3 and 4) . 
Subscribers favoring Option I (maintained benefits/increased rates)  
reported benefit usage ( 5 3% had used) in more instances than subscribers 
favoring Option I I  (reduced benefits/maintain rate) ( 39 %) . (See Page 1) . 
The median family income of responding subscribers was $4 , 800 . 
(See page 8) . 
- 2 1 -
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Blue Cross .. Blue Shield .. 
, 1 t l  1t 1 1 1 1 I t 1 ,, t h 11 1d, 1 
o c L ( ) ln• r l o ,  1 1) / :; 
De a • · S ub s c ri be r :  
S i n ce 1 9 72 ,  fede ra l go ve rnmen t act i on un de r  P a rt " A 1 1 of  Med i c a re h a s  
i n c re as e d  th 1.� de d u c t i b l e s an d co i n s u ran ce you a re req u i red to pay when  
re ce i v i n u  i n pa t i en t  c a re .  Du r i n g  th i s  s ame peri od  of  t i me ,  B l ue C ro s s  
an d B l ue S h i e l d o f  F l or i d a  p a i d the i n c re a sed  deduct i b l es an d co i n s u ran ce 
i n  fu 1 1  at no i n c re a s e  i n  cos t  t9 you .  
D u r i n g th i s  t i me the n umbe r  o f  c l a i ms f i l e d by o u r  Comp 1 emer , ta ry Cove ra ge 
s uh s c r i be rs h a s i n c re a s e d .  Fo r e xamp l e , i n  1 9 72 we re ce i ved 2 , 59 1  c l a i ms 
f o r e ve ry 1 , 000 s ub s c r i be rs . I n  1 9 74 we re ce ·i ve d 3 , 6 6 7  c l a i ms fo r e ve ry 
1 , 000 s u li s c r i b e rs .  
T l 1 e  i n c re a s e  i n  t he  n umbe r o f  c l a i ms an d the  amoun t o f  do l l a rs p a i d fo r 
( ' J c h  c l a i 1 1 1  h a s  l e f t  us  i n  a d i l ei iY 1 1 a , an d th i s  i s  why we nee d you r he l µ .  
We h a ve p re p <1 re d a q ue s t i onn a i re ,  wh i ch i s  i n c l ude d  w i th th i �: l e t t e r ,  to  
hP l Jl  u s  Je te rnd n e wh a t  s teps  \-le s h o u l d  t ,i k e  i n  U 1 t: co1 1 1 i n g mon ths  to rPs o l v c 
t h i s f i n cJ n c i ,1 1  d i l e 1rn 1 1a ,m d a l l ow u s  to cJn t i n ue p rov 1 d ·l n g you \'ri th  the  s c1me 
ben e f i t s  y ou n ow h a ve .  
I t  w i l l  t a k e  on l y  a feH m i n utes o f  your  l i me tn comp l e te the q ues t i on n a i re ,  
an d i t  i s  mos t i mpo rtan t we hea r f rom you . On ce you comp l e te t he  
q 1 1e s t i on n a i re ,  p l e a s e  p u t  i t  i n  the r. n c l o s e d  pos tage p a i d e n ve l ope an d ma i l 
n ow s o  we cu 1 1  i n c l u de yo u r  i mpo r tan t con tr i bu t i on  i n  th i s  s tudy .  
O f  co u rs e , t h i s  s u rvey i s  comp l e te l y con f i den t i a l .  Y o u r  answe rs wi l l  be 
rn1 1 1l i i 1 1 t• d w i t l 1 t h o se  of o the r Comp l emen ta ry Cov� rage s ubs c ri be rs . 
I wo u l d  l i k e to  th an k you  fo r you r t i 111e an d as s i s tan ce . 
S i II u' n • l y , 
() I / / 
. •  
(</ ((/ )}fa: /4 ,·{ / 
, J . W .  l l e rbe r t  
I '  re s i de n t 
I II c l o '., u re 
I l l  1 1 1  r · ,  ""· , , 1  1 1 , " " 1  , .  1 , 
- ? 2 -





COMPLIMENTARY COVERAGE BENEFIT SU EY 
The information requested below is for planning purposes lo assist us in 
providing the coverage you moat desire. 
6- 1 [J Under 1 year 
1 .  Approximately how long have you been a subscriber to 
Blue Cross and  Blue Shield Com plementary Coverage i n  
Florida?  
2 [] 1 to 3 years 
3 D 4 to 6 years 
4 D More than 6 years 
7- 1 I 
2.  During 1 975 ,  has Blue Cross and Blue Shield Com­
plementary Coverage paid  for any of your  health care 
cost? 
J No, have not used 
2 I - I Yes, paid some hospital cost 
3 [ J Yes, paid some doctors cost 
4 [_J Yes, paid some hospital and 
doctors cost 
3. Between 1 972 and 1 975 Blue Cross has paid increased hospital ded uctible and coinsurance benefits at no 
addit ional  cost to you .  During th i s  t ime, paid deductible benefits rose from $68 to $92 and the coinsura nce 
payments a lso increased.  In  January 1 97 6, the Part A deductible will increase from $92 to $ 1 04 and the 
coinsura nce amounts wil l  again rise. Blue Cross can not absorb these increases and we can not continue  our 
cu rren t  benefit levels with i n  the present  rates. Would you prefer Blue Cross: (Mark one choice below) 
4. 
8- 1 [-] continue  to provide fu l l  ded uctible and coinsura nce benefits at  
a n  increased monthly rate 
or 
2 [�] reduce benefits by el iminating  payment for the ded uctible and 
coinsurance costs and contin u e  the current monthly rate 
Complementary Coverage has paid u nder Blue Shield the 20% coinsurance for al lowable doctor charges 
covered by Port B of Medicare ofter you hove met the Port B deductible each year.  Because provider fees 
have risen so sharply Blue Shield must decide between the following plans.  Would you prefer Blue 
Shield :  (Mark one choice below) 
9- 1 [] contin u e  payment of the fu l l  20% for al lowable doctor fees 
above the deductible at an i ncreased monthly rate 
01" 
2 D reduce payment from 20% to 1 0% of the al lowable charges 
and mainta in  our current  monthly rote. 
5. Based on c laims experience, our Underwrit ing and Actuarial Department has projected rates for benefit 
coverages d uring  the coming year.  Their project ions ind icate we should increase our monthly rates from 
$7.70 to about $ 1 1 .00 to maintain the same benefits you now have, and cover increased deductible and  
coinsurance amounts. In  l ight o f  th i s  projected increase would you prefer to: (Mark one choice below) 
1 0- 1 , --] Maintain your  current  levels of benefits and cover i ncreased deductible a n d  
coinsurance a mou nts at  t h e  projected rate o f  about  $ 1 1 .00 per month . 
or 
2 I I Cont inue to pay the current monthly rote and hove benefits 
reduced to the level necessary to preserve this rote 
1 1 - 1 L _ I Less than $3 ,000 
6 For statistical pu rpi>ses on ly, please indicate your total 2 [-] $ 3 , 000 to $4,999 
a n nua l  fami ly income: 3 L] $ s , ooo to  $6,999 
4 [] $7, 000 to $ 1 0,000 
5 [] Over $ 1 0, 000 
Please inc lude any  comments and /or suggestions you may have on the back of th is form.  Thank you for your  
assistance. Th i s  information wi l l  be  valuable in  determin ing the  best course of  action to  serve you .  Please le t  us  
hear  from you by  October 2 3 .  




October 2 3 , 19 7 5  
Honorab le  Ph i l ip F. Ashler 
S ta te Tre asurer & Insurance Commi s s ioner 
S t ate  of Fl or i da 
Tal lahas see . F lorida 3 2 304 
Dear  Connnin s ioner Ashler : 
Sub s e<Juent to Mr . Herbert ' s  lo t ter to you of  October 1 7 , 19 75 . 
we have accumula ted  the pre liminary resul ts of  the survey of our 
Co�p lemcn tary Coverage senior c i t izen s ubscribers . So far , we 
h ave rece ive d close  to 40% re turn on our survey and have been 
advi s e d  by our s tatis tical  experts that this represents a reliab le 
indi cat ion o f  what  the pre ference is  of  the people aurveyed . 
Out o f  1 7 6 6  ques tionnaires re turned to us ,  1296  indicated that they 
pre ferred that  we continue to cover in ful l  the in-hospital deductible  
un de r  Me dicare , p lus the higher co- insurance amounts , all  for a higher 
ra t e . Th is  repres ented 7 3 . 3% of those responding to this  survey . 
On the  bas is  o f  the survey information received  so  far , we are sub -
mt t t ing to you ae ou t l i.ned in the skele ton form a t tached , supplemen ted 
by the addi. t lonal  financial  informa tion be ing filed with you as of  
th i s  date , the  rate  changes as ind icated on the a t tached enclosure and 
n l s o requeo t i nR approval for covering the add i tional $ 1 2 . 00 for the 
i n - h os p i ta l  d� duc t ib l e  wh ich repre s en ts" the di fference be tween the 
c urren t 0 Y 2 . 0 0 deduc t ib le  and the $ 104 deduc t ib le whi ch wil l  become 
e f fe c t ive Jan ua ry l ,  1 9 76 . Als o , th is new 11ate wil l  cover the addi­
t ion a l  co - i ns urance payment s  for in -hos p i tal  and skil led nurs ing care 
so tha t t h 1 s co - insurance will  con t inue to be  paid in ful l  under the 
Comp l emen t a ry Coverace con trac t. Outl ine d be low are the curren t deduc�-
1h l e  and  co - in s urance figures , the new deductib le and co - insurance 
f: f f �ure s , and the in creas e t.1  amounts  wh ich wil l  con tinue to be  covered 
i n  fu l l  once th e depn rtmen t has approved our app l i ca t ion for rate 
n dj 1 1 s t1nent  and coverage of  these  addit ional amoun ts : 
Current Amoun ts Amounts E ff . l / ll76  
$ 1 04.00 
Increas e 
Hos p i ta l  In - p a t tcn t 
De duc t i b l e 
Co- Tn snrnnce From 
6 l s  t to  'J L) th nny 
$ 9 2 . 00 $ 12 . 00 





l lonorab l e  Ph i U p  F .  Ashler 
Oc toh er 2 3 . 1 9 7 5  
Page  2 
( C on L '  d )  Current Amounts 
Li fe Time Re s �rve $46.00 
Co - Insurance From 
9 1s t  to 1 5 0 th nay 
Co - Insurance For $ 1 1 . 50 
2 1 s t  to 1 00 th Day 
For Sk i l le d  Nurs ine 
Fac i l i t ies 
Amounts Eff . lf1.L76 
$52 . 00 
$ 1 3 . 00 
In creas e 
$ 6 . 00 
$ 1 . 50 
As t�hese  d,! dnc tibl e  and co- insurance changes are presently s cheduled 
to L e comc e f fe c tive January l ,  19 76 , we woul<l l ike to receive approval 
to r,o ahe ad w i th the implemen tation of  the rate adj us tment and benefi t 
chan s�e s s o  tha t our Complemen tary Coverage auba cribera may be  notified 
30  <lays p rior  to the implementa tion date of these Medicare chanc;es . 
Should  you hAve any ques tions about our filing with you , please  don ' t 
he9 i tatc  to have your s taff contact me or members o f  my s taf f for 
fur ther infor mat ion . 
Yours very t ruly , 
W .  J .  S tans e l l  
\lJS : l J s  
Enclosure 
' 




ll l ue C r o s s  11 1 1 . t  l \ l uc S h i e l d  - Comp l emen t a r y  Cove rage (O f f e red to  a l l s 11h s c r l be r s  
w J t h  Med i ca re Pa r t s  "A" and 
"B") 
Fo r t he pe r i o d J .t n u ,i ry 1 ,  1 9 7 5  t h rough J u l y  3 1 , 1 9 7 5 ,  the e xper ience o f  
f, 1 1 1 , :; c r l he r s  i 1 1 d i c a teJ  u lHlVe who hol d t h i s  con t ra c t  is : 
E a rned T n comc $ 14 , 1 6 8 , 6 8 3  1 00 . 0% 
I n c u r- red C l �d ms $ 1 3 , 7 64 , 4 14  9 7  . 1% 
A<lm J n J 9 t r 11 L .lvc Cos t s  $ 2 , 83 3 , 7 3 7 20 . 0% 
G a i n /Loss  $ ( 2 , 4 2 9 , 4 68) ( 1 7  . 1%) 
l .o t; s  R� t I o  1 1 7  . 1% 
B ,rnt• , I  on  t h e  .l l ,uve expc-r 1 l'n ce , a ra t e  :f ncrense i s  ind i ca t ed . P roj e c t i n g  fo r t he 
t we l ve IIK\ n t  h p e r i o d , . l a1111 .1 ry I ,  1 9 76  t h rough De cember  31 , 1 9 7 6 , the mo n t h l y 
i nc r eH S l! pe r l: on l rn c t  f s :  
One  l' l� rson  C ,rn t rn c t  - $ 3 . 06 
W l t l 10 1 1 t  t h i �  J 'J . 7% rn t c  i n c rer1se , l id s con t ra c t  w U l  rca1 1 zc a l o n s  o f  $ 9 , 60 , 1 94  
d u r i ng the  t wd. vl!  1110 1 1 t h  per J oJ , J anua ry 1 ,  1976  through December  31 , 19 7 6 . 
As nq 1 1 i rC'J  hy J :n} t h e  S e c re t ary o f  Heal th , Educat ion and Wel fare hns d e t ennined 
t he 11 1110 , m t  o f  t h e  Med i. c are  l'art  "A" deduc t 1.1., l e  and co insurance fo r the c a l c nd.Jr  
y l· n r  ) 9 7 6 . The  res u l t i s  an  i n c rease  i n  tho. four components  o f  $ 1 2 . 00/ $ 3 . 00/ 
$ (, . 00 / $ 1 . 50 \.Jh i d , hai:;  Lhe e f fe c t  of es t a l, U sld ng the 1 9 7 6  leve l s a t : 
$ 1 04 . 00 - : I n pa t ien t deduc t ib l e  per  spell  o f  illness 
$ 2 6 . 00 - d a l l y  co i nsurance f rom 61 s t  through 90th day 
$ 5 2 . 00 - d u J J y  coins urance  for each l i fe t ime reserve day 
$ 1 3 .  00 - ctd 1 y co insurance fo r 2 h t  th ro•gh 100th  day in a skil led  
n 1 1 n; J 1 1g  t a c l  U ty 
We hnvc  a lw., ys covt · red thes�  :f t erns and t o  " p ic:k  up" these bene f i t s  wil l  cos t  an 
add i L l o 1 1 a l  $ . JH pe r mou t h  per  one person contrac t .  
To c:0n t f n ue t o  p ni v i cl L� t he pr�st-n t  s cope o f  hen e f  i t s  neces s i t a tes an  i ncrease 
pt• r  mo n t h 1 1 1 t l i c  one  pe rson con t ract  of  $ 3 . 4 4 ,  
Enc losure 




At th i s  poi nt, your Honor, I wou l d like to turn the presentat i on over 
to Mr. James Durk i n, our Consultant Actuary with Peat, Marw ick, M i tchell 
and Company. 
While I have tri ed to give you the overall picture of the seri ousness 
of our fi nanc i al si tuation, Mr. Durk i n  will go i nto more deta i ls on the 
spec i f i c  contracts for whi ch we are requesti ng an i ncrease in rates, as 
well as rev i ew some of the areas of our operati on whi c h  the I nsurance 
Department has questioned s uch as i nvestment i ncome, and reserves . 
I n  li sten i ng to Mr. Durkin ' s  remarks  I as k that you keep i n  mi nd that i f  
the current trends conti nue  w i thout the rate rel i ef requested, the s ervice 
benefi t  concept ( pa id  i n  full hospi tal anc i llary charges) of Blue C ross , 
will be seriously jeopardi zed . Pa i d  in full serv i ce benefi ts on the 
basic contracts i s  the foundat i on on whi ch all Blue Cross coverages are 
bu i lt .  It is the k i nd of max i mum coverage that Flor i d ian s  look for i n  
purchas i ng health i ns urance. Two m i lli on of them look to Blue Cros s for 
thi s  coverage as they l ook to the I nsurance Department for the opportun i ty 
to keep thei r protect i on. 
( I ntroduce Durk i n )  
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I N  THE MATTE R OF 
App l i c a t i on fo r App rova l 
o f  a n  I n c r e a s e  i n  Ra t e s  
Fo r :  Il l u c  C ro s s  C roup Pa yme n t  - Ty p e  .J 
( (; roup s o f  5 - 5 0  Pe r s on s )  
B l u e C r o s s  
B l ue C r o s s  
B l ue C r o s s  
F o r : U l u c S h i e l d  
B l u e S h i e J d  
B l u e S h j c l d 
B l u e S h i e J <l  
B l u e S h i e l d 
C ro 11 p  - T y p e  P r e f e r r e d  
( ( ;r o up s  o f  S - S O  P e r s o n s ) 
D i r e c t P a yme n t - Typ e J 
D i r e c t  P a yme n t  - Ty p e  F 
G r o u p  P a ym e n t  - T y p e  K 
(; r o u p  P a y m c n  t - T y p e  /\ 
G r o up P a y m e n t  - T y p e  H 
D i 1 e c t P a y m e n t - T y p e  "' 
D i r e c t  P a y m e n t  - Ty p e  V 
F o r : B l u e  C r o s s  a n <l  B l u e S h j c l <l - c; r o u p  P a y m e n t  -
S u p p l e m e n t a l  A c c i d e n t 
R l 1 1 c  C r o s s a n d  B l u e S h i C' l d  - G r o u p  P a y m e n t  -
U i a g n o 5 t i c  X - R a y  a n d  L a b o r a t o 1 ·y 
B l u e  C r o s s  a n J B l u e  S h i e l d  - G r o u p  l ' a y m e n t 
M a j o r M c <l i c a J  E n d o r s e m e n t  ( G r o u p s  o r 5 - S O  
P e r s o n s )  
B l u e C r o s s  a n d  B l u e  S h i e l d  - C o m p l e m e n t a r y 
C o v e r a g e  
T o : B U I E  C R O S S  O F  F L O R I D /\ , I N C .  
B l . I l l : S l l l l : l . l l O F  l ' L O l{ l l l /\ , 1 N C .  
S 3 2  R i v e r s i d e  A v e n u e  
P o s t O f f i c e B o x  1 7 9 8  
J a c k s o n v i J l e , F l o r i d a  3 2 2 0 3  
0 R D E R 
1 · 1 1 c a b o v e  e n t i t l e d m a t t e r  c u m e  o n  f o r  c o n � i d c r a t i o n  u p o n  
t h e , 1 p r t i r : 1 t i o 1 1 o r  r e q t H' S t f o r u p p r u v a l o l  r a t ( • i 1 1 c r c a s e s  f o r t h e  
a b o v e  c a p t i o n e d  c o n t r a c t s  ; i n d  r i d e r s h y  t h e p r o p o n e n t s , B L U E  C ROSS  
" l • M t t , , 0 , 1 1 1 A I J 1 1 , 1  ' ' "' ' ' '' ' ' ' ' '  .A t , 1 1 1 1 , 1 1  A. 1 t 1 l lo. 1  ,, , , 1 1 t t 1 1 1 t 1 1 � • • 1 1 A. t 1 , ' ' ' "  I I  1 1 1 , 1 1 1 , 111, 1 1 1 1 , ,  , 1 , 1 1' 1 1  1 '11 1  N •  . ,  • et l tt l \  I , 
A H �, • • f l  A / -i t 1 t , l t t  I lt l � lll f J I •  I 1 1 1  f f  I I 
O F  F L O R I DA ,  I N C . , a n d  B L U E  S H .I E L D  O F  F LO R I DA , I N C . , i n  w r i t t e n  
r e q u e s t s  d a t e d O c t o b e r  1 7 ,  1 9 7 S  a n d O c t o b e r 2 3 , J 9 7 S , a n d  s u p p o r t i v e  
da t a  r e l a t e d  t h e r e t o  s u bm i t t e d  t o  t h e  Depa r t men t o f  I n s u r a n c e  o n  
O c t o b e r 2 4 , 1 9 7 5 ,  a n d f u r t h e r  s u p p l e m e n t e d  a t  a p u b l i c  h e a r i n g 
h e  l d N o v  e m  b e  r 1 3 , 1 9 7 5 , i n S e  n a t e R o o m  A , S c  n a t c• 0 f f i c e B u  i 1  d i n g , 
T a l l a h a s s e e , F l o r i d a ,  b e f o r e  t l 1 c  u n d e r s i g n e d  I n s u r a n c e  C o mm i s s i o n e r  
o f  t h e S t a t e  o f  F l o r i d a .  l l 1 1 c  : i n d  t i m 0 l y  n o t i c e o f  s a i d  p r o c c c <l i n g s  
w a s  g i v e n  b y  p u b l i c a t i o n i n  t h e  L�rj_�..'..!_ A J_n_!l!0_s t r a t i. v e  W e e k l y , V o l . J ,  
N o . 4 3 , i �. s u c <l  O c t o b e r  3 1 , 1 9 7 5 , a n d  b y  ce r t i f i e d  m a i l  t o  t h e  p r o -•· 
p o n en t s , a n d  a n  a g e n <l a  wa s m a d e  a v a i l a b l e  i n  a c c o r d a n c e  w i t h  t h e 
r u l e s o f  t h e De p a r t mc- n t o f  J n s u r a 1 1 c c . S a i J  a p p l i c a t i o n i n c l u d c <l  
r e q u e s t  f o r  r a t e  i 1 1 c r e a s e s  o n  e i g h t  c o n t r a c t s  a n d r i d e r s  f o r w h i c h  
a r a t e  i n c r e a s e  w a s  d e n i e d b y  t h e  D e p a r t m e n t o f  I n s u r a n c e  b y  f i n a l  
o r d e r  d a t e d  S e p t em b e r  1 2 ,  1 9 7 5 , a s  w e l l  a s  f i v e a d d i t i o n a l c o n t r a c t s  
a n d  r i d e r s . 
T h e  u n d e r s i g n e d  a s  I n s u r a n c e  C o mm i s s i o n e r  h a v i n g  c o n s i <l e r c J  
t h e  s a i <l  r C' q u c s t s , a n d  s u p p o r t i v e' d a t a , i n c l u <l i n g m a t e r i a l f i l e d  i n  
r e s po n s e  t o  t h e f i n d i n g s  o f  t h e D e p a r t m e n t o f  I n s u r a n c e  c o n t a i n e d  
i n  i t s  o r d e r  o f  S e p t e m b e r  1 2 ,  l 9 7 S , a n <l  b e i n g  o t h e r w i s e f u l l y a d v i s e d  
i n  t h e  p r e m i s e s  f i n d s : 
I .  T h a t  t h e I n s u r a n c e  C o rnm i s s i n n e r a s  h e a d o f  t h e 
U c p a r t m e n t o f  I n s u r a n c e  h a s  j u r .i s d i c t i o n o f  t h e  
s u b j e c t  m a t t e r . 
2 .  T h a t t h e r a t e s  c h a r g e d  h y  B L U l i C RO S S  O F  l ; LO R I DJ\ ,  I N C . , 
a n d  B L U E  S I I J E I . D  O F  F L O IU l>A , I N C . , t o  s u b s c r i b e r s  f o r 
m e d i c a l , s u r g i c a l a n <l h o s p i t a l  c a r e a r e a t  a l l  t i me s 
s 1 1 h j C' l· t  t o  t h t' , 1 p p r o v a 1 o f  t h e l l c p : 1 r· t m c n t  n r  1 n s u r a n e e . 
1 .  T h a t B l . I l l :  C H O S S  O F  1 : 1 . o R l l lA ,  I N C . , a n d  B l . l l l :  S l l l l : L I J 
O F  l · L O IU l lA , I N C . , h ; i v e  s u h m i t t C' d  r C' v i s c d  c a l c u l a t i o n s  
l 
t o  t h e Depa r t m e n t o f  I n s u r a n c e , i n c l ud i n g  
s u p  p o  r t i v e <l a t ? , v �- r i f ;' i n g t h c a d  rn i n i s t r a t i v e 
c o s t f a c t o r s  u t i l i z e d  f o r  t h e  c o n t ra c t s  a n d  
r i d e r s  u n d e r  c o n s i d e r a t i o n a n d  s u c h  c o s t f a c t o r s  
a r e no t e x c e s s i v e  n o r  i n a d e q u a t e . 
4 .  T h a t B L U E  C RO S S  O F  r : L O R I D/\ ,  I N C . , a n , l  B L U E  SH I E L D  
O F  F LO R I DA ,  I N C :. , h a v e  s u bm i t t e d b y  w a y  o f  c o r r e c t i v e  
r e s p o n s e  t o  t h e  D c p a r t m c n ·L ' s o r d e r  o f  S e p t em b e r  1 2 ,  
1 � 7 S , J o c u rn c n t a t i o n d e m o n s t r a t i n g t h e  a p p l i c a t i o n 
o f  i n v e s t m e n t  i n c o m e  i n  t h e i r  f o r m u l a t i o n o f  t h e  
p r o p o s e d  r a t e s . 
S .  T h a t t h e  c a l c u l a t i o n e r r o r s  r e f e r r e d  t o  i n  p a r a g r a p h  
(, o f  t h e  S e p t e m b e r  1 2 ,  1 !) 7 5 , o r d e r , w :i t h  r e s p e c t t o  
t h e  s j 1 1 g l. e / f a 111 i l y  i 1 1 c o m c  , p l i t  t o  t h e r e q u e s t e d  
mo n t h l y  i n c r c a s p  p e r c o 1 1 t r : h a v e  b e e n c o r r e c t e d . 
6 .  T h a t t h e e v i d e n c e , s t a t i s t i c a l d a t a  a n d  t e s t i mo n y  
p r e s e n t e d , i n c l u d i n g t h e  s t u d i e s a n d r e p o r t s  o f  
i n d e p e n d e n t a c t u a r i e s a n J  t h i s  D e p a r t me n t ' s  
e x a m i rH· r s  a n d : 1 c t u a r i e s ,  d e mo n s t r a t e s a c o m b i n e d  
l o s s  f o r  B L U E  C RO S S  O F  F LO R I D/\ , I NC . , a n d  B L U E  
S l l l l � L l l l ) F F LO R J l l i\ ,  I NC . , f o r  t h e f i r s t  s i x l 6 ) mo n t h s 
o f  1 9 7 5  o r  a p p r o x i m a t e l y  $ 7 , 0 0 0 , 0 0 0  a n J a n  e s t i m a t e d  
1 o s s f o r t h  c I a s  t s j x ( <, ) mo n t h s o r 1 9 7 5 o f o v e r 
$ l l. , ( l ( l ( l , 0 1 ) ( ) .  
7 .  T h a t s u c h  l o s s e s  c u r r e n t l y  b e i n g  e x p e r i e n c ed a t  a 
r a t e  i 1 1 C X C (' S S  o f  $ 2 , 0 0 0 , 0 0 0  p e r m o n t h , h a v e  d e p l e t e d  
t h (' s u r p l u s o r  B l . I l l :  C IW S S  o i :  1 : u rn l l l/\ , I N C . , a n d 
B l . I l l :  :; 1 1 1 1 : 1 . 1 1  o i : 1 : 1 . o H l l l/\ , I N C : . , t o  : I l l  . l l l l l) l l l l l ; 1 p p ro x ­
i m : 1 l ( • l y t · q 1 1 ; 1 l l o  I ' , 1 1 1 0 1 1 t l i s  c l a i m a n d o p e r a t i n g 
e x 1w 1 1 s c' t· n s t s ,  : 1 1 1 d  1v i 1 1 ,  i f  c o n ! i 1 1 t 1 C' d , t' I i m i n a t t' 
a l  I s u r p l u s i n  t h e c om i n g y e a r a n d  r e s u l t  i n  t h e 
'1 - . ) -
c o m p a 1 1 i e '.-> '  <' V e 1 1 1 1 1 a l i 1 1 s o l v P 1 1 c y . 
t o  H L lJ I :  C R O S S  l l l-' I L O H l l > A , J N C . , a n d  B L U E S I I I L L D  O F  
F LO R I D A ,  I N < : . P l a n •, a n d  r e l y  o n  t h o s e  p l a n �; f o r 
t h e i r l i e a l 1 h  t.· ; I r e : ; ( • c u r i t y ,  a 1 1 d  a s  a t· o 1 1 <- < ' q l l < • n c c , 
i t  1 �  l l l ' c e s s a r y t l i ; 1 t t i l t� f i 1 1 , l l 1 \ · i a l  l a p a 1: i t y o f  
l l l . l l L C !U l .'1 S ( J I : 1 : J . ( ) 1 / I l l ,\ , I N C . , : 1 1 1 d  1 ', 1 . 1 1 1 :  '. i l l I ! : ! . I !  l) i :  
1 -' I . O R I DA ,  I N C . , r < ' 1 1 1 : 1 i 1 1 1 1 1 1 i 1 1 1 p : 1 i r e d  a n d c a p ; t h l e  o r  
p r o v i d i 1 1  g �; 1 1 c I 1 •; < • c 1 1  i - i 1 y . 
< ) . ' f ' l i ; J t t l w p r < i p u • ; i · d , < > 1 1 t 1 ; 1 ,  t 1 · ; 1 ! ( • •, ; 1 · .  d t > v e l n p v d  I l l 
l O 
t h e d : 1 t a  •, 1 ! 1 , 1 n i t t ( · d  , 1 1 1 · , w i l h  I I H '  t ' X c c p t i o n , i f t w o 
c o n t r : 1 c t s , n c 1 t l i e r e x e c s '.-> , v c 1 1 u r i 1 1 a J 1 .• q u a t e  a n d 
;1 r e  n c 1. t"•; s : i 1 v  t () l , < i t h ; 1 l ! l ' v i a t e 1 l 1 1 ' s 1 i r p l u s d r a i n 
c 1 1 r r e n t l y  l l f ' i r q: ( ' X p c r  i c n c c d  h y  B l . l l i =  urn s s  o i : l ' l , U IU l l /\ , 
I N C . ,  a 1 1 , I  l \ l 1 1 1 : , ; 1 1  I I . I . I I  o i :  1 : 1 . u H  I I i i\ , l N I  . •  , , rn d  t o  
L. o n t i , l l  i <: t I I r · 1 , ; , I i  i J , l y t o I l l  ( • ,. · t ! I 1 1  ; r t • " n r r a ,_. i ti : 1 I 
n I d i g a t i tHl <. t u , ; 1 i i  , · ·, 1 r i t , c r s . 
' l l i a t t l w 1 1 1 '  J l · : 1 •-, 1 1 1 ,- 1• 
o r  l · l , ( J I I I I i i\ ' I N C . ; 1 1 1 , i  1 1 1 , 1 1 1 .  '. , 1 1  l L I . I )  O F  i : 1 , ( ) 1 { I ! J i\ ' ! N C . '  
h o s p  i t a  I ; 1  n d p I i  y s i c i c1 n c h:.i r g c s  , i 1 1  c r c ;:i s  e <l u t i 1 i z a t  i c n 
0 1· l i l' l l ( ' r i t • ; l i y  • , 1 d 1 s l· r i l i e r s , l' X C (' S S l V l' l 10 s p i t :1 l  h l' d  
c a p a L i t y l· o s t , h 1 g ! 1 ( • r 1 1 1 ( ' d 1 t a l  m a l p r a c t i c l '  i 1 1 s u r ; 1 1 l l · t· 
e x p e w, e , : l l l d 1 1 1 1  r C' : ! � . c d  c o • ; t s  o r  s e r v 1 c e s  a n d  � , 1 p p  t i  e s  
�! C O P r a l l y .  
I I .  T h ; 1 t t • v i d 1 · 1 1 t , •  p 1 t · • . 1 · 1 1 t , · d  1 1 l l l i c ; 1 ! t " ,  t l 1 : 1 ! p t · r l i ; 1 p s  t h < '  
} l  n'  : 1  t , · : ,  f •; o 1 1  n · ,  · u I I 1 ,  · ,  • ;  t o t I i < ,  p I I  I i  I i c 1 1 1  t I I c r a p  i J I y 
i n c re a s i n g c o s t s  o f  h e a l t h  c a re a r i s e s  o u t  o f  t h e 
e x i s t e n  c c  o f t II c c x c c  s �; i v c b c d c a  p a c j  t y i n i :  1 o r i d a ' s 
h o s p i t a l  s y s t e m a s  t h e  c o s t o f  a n  u n u s e d  b e d  t o  a 
h o s p i t a l  i s  S O  t o  7 S  p e r c e n t o f  t h e c o s t o f  a n  
oc c u p i e d b e d . S i n c e  t h i s  c o s t 1 s  a v c r a � 1 n g $ 1 :r n  
p e r  p a t i e n t  1 L 1 y , t h e l· o s t o r  c a di e x c e s s i v e h c d  i s  
$ 6 C) • s () t O $ I ( )  :, . 'i ( )  p ( '  r d ; I y O r l l  l l  ( )  I . .' C 1 1  p a l l  C r . Tc '.; t i  111 0 1 1 ,-
o f  a p p r o x i 1 1 1 : 1 t c l y / /  p r. r c e n t  , 1 '. ;  o p p n s C' d  t o  a d e s i r e -
c a p a c i t y o f  R ?, ( ) ( ) h c d c;  r e s 1 1  I t  i n g  i I I  a 1 1 1 1 n n e c c s s  : 1  r y  
c o s t o f  $ 1 0 0 , ( l l l O , O ( J l l t c ) $ I S O , t l 0 f l , t l ( ) ( )  ; 1 1 1 1 1 u : 1 l l v . 
c o s t i s  p a s s e d  o n  t o  t li e c o n s u n 1e r . 1 1 1 . I m u s t h e  p a i d  
f o r b y  h i rn , h y  1 r i s 1 1 n· 1 s , o r  b y  g o v c n , r n e n t .  
1 2 .  T h a t  H I . U L  C: lm s • ;  t l l : I l . ( l lU l l/\ , I N C. ,  s h o u l d i m p l c 1 1 1 c 1 1 t 
a p o l i c y n r  rc f 1 i · ; i 1 1 g  c rrn t r a c t '. ; t a t u s t u  h n s p i t a l 
a p p l 1 c1 1 1 t s f a i  I i 1 1 �: t o  o h t ;1 i n  a n  /\ rc a  W i d e I l e a  I t h 
(! x c e s s I i  c d c I p ;  1 c , t y I I  n t I ,  e i 11 c r c a s c d a n  d s h l 1 1 1 1  d 
m a k e  f u r t h e r  e f f o r t · , i n d e p e n d e n t l y a n d i n  s up p o r t 
u n i t e;  t o  : 1 c t 1 i L· v e d e c e r t i f i c a t i o n o f  e x c e s s  l i o s p i t u l  
I .L Th a t  B LI J I :  C Rl1 S S ! l F  1 : 1 .0 1U l lA , I N C : . , a n J B L U E  S l l l E L l l 
o r  F I . r l lU IJ/\ , I N C . , h : i v e a g n' <- d  t o  c o n t i n ue t o  i mp l e m e n t , 
•; u p p ( l r t  () t· < ' X p l o n' 1 1 1 1 1 o v ; 1 t i v c m c· t h o d '.� a n d p r a c t i c e s  
l 1 1 s 1 1 r ; 1 1 1 c e  l lc p : 1 r t 1 1 1 c 1 1 t ; 1 '. ;  t o  p r n g 1 ; 1 nl '; i n c l u d i n g b u t 
n o t  l i m i t e d t o  " U t i l i z a t i o n  r e v i e w c o mm i t t e e s , "  
" l l o s p i t a l  r a t e  r e v i e w  i n  c o n c e r t  w i t h  t h e  f- l o r i <l a  
Ho s p i t a l  A s s o c i a t i o n , "  " h o m e  h e a l t h  c a r e , "  " a r e a  
w i d e p l a n n i n g , "  " P r o s p e c t i v e  h o s p i t a l  p a y m e n t , "  
" U n i fo rm  r e po r t i n g s y s t e m o f  h o s p i t a l  c o s t s , "  
"Au d i t e d h o s p j t a 1 s t a t e m e n t s , "  " o u t p a t i e n t  h o s p i t a l  
c a r e , ' ' ' ' S c c o 1 1 d m e d i c a l  o p i 1 1 i o n s  f o r c J c c t i v c  s 1 1 r g c r y , ' ' 
" P r e - a d m i s s i o n t e s t i n g , "  a n J  " I IMO p i  l o t p r u g r a m  
<l c v o J o p m c n t . "  
1 '1 . T h a t B L U E C RO S S o r  F L O R J IJA , I NC . , a n d  B L U E  S f l il_i L ll 
O F  P l . O H I IJA , I N C . , o p e r a t i n g a s  1 1 0 1 1 - p r o f i t ,  v o l u n t a r y , 
c o m m u n i t y s e r v i c e o r g a 1 d z a t i o 1 1 s  s h o u l d  c o n s i d e r  t h e  
i n c l u s i o n  o f  a d d i t i o n a l k n o w l e d g e a b l e  r e p r e s e n t a t i v e s  
o f  t h e  p u h l i c  a s  t , o a r d  m e rn h c r s  a 1 1 <l  s h o u l d  e n c o u r a g e  
a n d  p r omo t e  t h e  a p p l i c a t i o n o f  t h e S u n s h i n e L a w  t o  
t h e m e e t i n g s  o f n o n - p r o f i t h o s p i t a l  h o a r d s . 
J S .  T h a t B L l / E  C RO S S 0 1 : 1 : L O IU f l/\ , J N C . , a n d H I . I J L  S i l l U . D  
O F  F L O R I OJ\ , I NC . , p r e m i u m r a t e s  f o r c omp l e m e n t a r y  
c o v e r a g e  i s s u e d  a s a s u p p l em e n t  t o  M e d i c a r e P a r t A 
a n d  B h a v e  r e m a i n e d 1 1 n c h a 1 1 g c d  s i n c e  1 9 7 2 . D u r i n g 
t h  i S p C r i O J  O f l i m C' t J i  e F C J  e r a ] c; 0 V C r  n Ill e 11 t h a  S 
i n c r e a s e d  t h e d c , d u c t i b l e s  a n <l  c o - i n s u r a n c e  p r o v i s i o n s  
o r  M c d i c : t r l' t l i 1 t· e  ( ) ) t i m t' s t l i l · r e l , y  d c c r c : 1 s i n g t h e 
F e d e r a l c ; o v c r n m e n t ' s  e x p c' n s e  f o r l 1 c a J  t h  c a r e  t o  
t h c a g e <l • B L I  I E  UW S S O F  F LO JU D /\ , I N C  . a n d B L U E S I I I  E L  U 
O F  F L . O H I D/\ ,  I N C . , l · , , 11 1 p l <' m c 1 1 t a r y c o v e r a � c  p r o v i d e s  
p . i y 1 1 1 t • 1 1 1 l o t ! l i t '  /\ l 1 · d i 1 · : 1 1 · t •  d 1 · d t 1 l  f i l i l 1 · ; i 1 1 d  l o - i 1 1 •; u 1 · a 1 1 c t' 
p e n a l t i e s  and  t h e i r  b e n e f i t payme n t s  have  
c o r r e s p o n d i n g l y  i n c r e a s ed . T h e  F e d e r a l  Gove rnmen t  
w i l l  i n s t i t u t e  a four t h  i n c r e a s e  i n  t h e d e d u c t i b l e  
a n d  c o - i n s u r a n c e  p e n a J t y o n  J a nu a ry 1 ,  1 9 7 6  t h e r e by 
c a u s i n g  a f u r t h e r  i n c r e a s e  i n  t h e  b e ne f i t l eve l s  
pa i d  t o  c omp l emen t a r y  c ove r a ge s u b s c r i b e r s . T h e  
ne t e f f e c t o f  t h e- F e d c- r n l C ov e r nmc n t ' s  n c t i o n s  h n s 
b e e n  a n  i n c  r c a  s c  i n  t h e  RL I I E C ROSS  OF  FLOR  I DA , I NC . , 
a n d  B LUE  SH I EL D  O F  F LOR I DA ,  I NC . , b e n e f i t  l eve l s  o f  
5 2 . 9  p e r c e n t  <lur i n g  the  pe r i od 1 9 7 2  - 1 9 7 5  w i t h  an 
e xp e c t a b l e  fu r t h e r  i n c re a s e  fo r t he ye a r  1 9 7 6  due  
to  the  F e d e r a l G o v e r nme n t ' s  d e c r e a s e d  Med i c a r e  
ben e f i t s . T h e  r a t e  f j l i n g s  unde r c o n s i d e r a t i o n  i n  
t h i s  p r o c e e d i n g w i l l  p rov i d e t h e  i nc r e a s ed c o v e r a g e  
b e n e f i t s . 
WI I E RE PORE , i t  1 s o r <l e  r e d  t h a t : 
l .  T h e  r e q ue s t s  f o r r a t e  l eve l c h a n g e s  fo r t he  
f o l l ow i n g  c o n t r a c t s  a r c  d i s a pp roved : 
B l u e C r o s s  a n d  B l u e  S h i e l d  - G roup  P ayme n t  
D i a gno s t i c X - Ray and  L abo r a t o ry 
B 1 u c S Id c 1 <l - D i r c c  t Pay  m c n t - Type  V 
2 .  The  reque s t s  f o r  r a t e  l e ve l c h a n g e s f o r  t h e  
f o I 1 o w  i I I  g c o n  t r .t l' t s a r e  a pp  r o v c d : 
B l u e C ro s s  - G roup  P a yme n t  - Type  J 
( G roup s  o f  S - S O  P e r s on s )  
B l ue C ro s s  - G roup - T y p e  P r e f e r r e d  
( c ; r oups  o f  S - S O  P e r s o n s ) 
B l u e C r o s s  - l l i r c c t l ' u y mc n t - T y p e  J 
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B l u e  C ro s s  - D i r e c t P ayme n t  - Type  F 
B l ue S h i e l d  - Group  Payme n t  - Type  K 
B l u e  S h i e l d  - Group  Payme n t  - Ty p e  A 
B l ue  Sh i e l d  - G roup  Paymen t  - Type B 
B l u e  S h i e l d  - D i re c t P ayme n t  - Ty pe  K 
B l u e  C ro s s  a n d  B l ue Sh i e l d  - G roup  Paymen t  -
Supp l emen t a l  Ac c i d e n t 
R l u e C ro s s  a n <l  R l u c  S h i e l d  - G roup  P ayme n t  
Ma j o r Med i c a l  Endo r s em e n t  ( G roup s o f  S - 5 0  
P e r s on s )  
B l u e C r o s s  and  B l u e Sh i e l d  - Comp l emen t a ry 
Cove r a ge  
3 .  BLU E C ROSS  OF  F LO R I D/\ ,  I N C .  and  B L U E  SH I E L D  O f. 
F LO R I DA ,  I NC . , i mp l emen t ,  s uppo r t  o r  exp l o r e  the  
i nnov a t ive  me t h o d s and  p r a c t i c e s  i n  t h e  a rea  o f  
he a l t h c a r e  co s t  c o n t a i nme n t s e t  f or th  i n  p a ragraph  
1 3  of  t h i s  order  and  prov i de to  t h e  F l or i d a  Depar t ­
men t o f  I n s u r an c e  repo r t s  o f  p r o g r e s s  a t  s i x ( 6 )  
mo n t h  i n t e rva l s  c ommen c i n g  June  1 ,  1 9 7 6 . 
DON E a n d  ORDERED  t h i s  -, , "'t(. d ay o f  � Nov embe r ,  1 9 7 S .  
I n su r a n c e  Comm i s s i on e r  
a n J  S t a t e  T r e a s u r e r 
N ews  
Re l ease  Blue Cross® 
of Florida 
Blue Shield ® 
of Florida 
FOR IMM ED IATE  R EL EASE 
BLU E CROSS & BLU E SH I ELD SEEK 
RATE ADJUSTMENTS AT H EAR I NG THURSDAY 
Communications Department 
P.O. Box 1 798 
532 Riverside Avenue 
Jacksonvil le, Florida 32203 
(Jack�onv i l le )  - - Bl ue Cro s s  & Bl ue Shi el d of F l ori da , currentl y  i n­
curri ng l os ses i n  exces s  of $ 2  mi l l i on monthly , appear before State 
Insurance Comm i s s i oner Phi l i p F. Ashl er Thursday , November 13 , at a 
publ i c  heari ng i n  Tal l ahas see to seek rate re l i ef on 13 contracts. 
The proposed rate adjustments woul d affect most  of Bl ue Cros s & Bl ue 
Shi e l d's d i rect subscri bers and thos e  who are i nsured through smal l 
groups ( under 50 ). Al s o  i nc l uded wou l d  be rate adjus tments i n  the 
company ' s  Compl ementary Coverage pol i cy hel d  by over 250 , 000 Fl ori da 
seni o r  ci t i zens . Compl ementary Coverage i s  the suppl emental i nsurance 
to Med i care Parts A and B. 
Re su l t s of a recent survey of Compl ementary Coverage subscri bers i n­
d icated a predomi nant preference for a rate i ncreas e wi th present 
benefi ts  rather than a reduct i on of benefi ts w i th the rates  s tay i ng the 
same. 
I n  a sampl i ng of 5 , 000 sen i or c i t i zen pol i cyhol ders , 74% of those res­
pond i ng (3 , 000 responses) sa i d  they preferred Blue Cross & Blue Shield 
to conti n ue to cover the full i n -hospi tal dedu c t i ble and co- i nsurance  
u nder the federal governmen t ' s  Med icare A program . 
Based upon thi s  preference , and  i n  order to con t i nue present benef it  
level s ,  Clue Cross & Blue Shi eld is  proposi ng a monthly i ncrease of $ 3 . 44 
for the Complementary Coverage contract . T h i s v1ould i ncrease the monthly 
pr2mu i m  from $ 7 . 7 0 to $ 1 1 . 1 4  monthly . 
I n  add i t ion , Blue Cross & Blue Shi eld i s  proposi ng rate adj ustments on  
1 2  other con tracts affecti ng d irect s u bscr i bers (u nder age  65) and small 
groups ( 5 - 5 0 )  to provi de add i ti onal prem i um of $ 20 . 6  m i ll ion over a 1 4-
month per i od .  Total n umber of su bscr i bers affected u nder these contracts 
would be abou t 37 5 , 000 . 
Concern i ng Thursday ' s  hear i ng , J .  W .  Herbert , Presi dent of the Flor ida 
Plans , says rate adj ustments on all contracts i n  quest ion are neces sary 
i f  f3 l u e  Cro s s  & D l ue Shi e l d a re to ma i n ta i n  s at i sfac tory hea l th  care bene­
f i t  l evels for their  subscr i bers . 
Clu e  Cros s  a nd  B l ue Shi eld i s  Flor i d a ' s  largest health i nsuror w ith approx­
i mately 2 m i ll ion s u bscr i bers , or a bout 2 3%  of the state ' s  est i mated pop­
ula t i on . I t s s u bscr i bers a re enrolled u nder two major categor ies -- those 
i nsureJ t hrou gh various employer grou ps and tho se not assoc i ated w ith any 
employer group bu t who purchase their  health i nsurance d irectly . As non­
prof i t  organ i za t i on s , Blue Cross  & Blue S h i eld mu st obtai n approval from 
the State  I n s urance Comm i s s i oner for ra te i ncrea ses . Hov,ever , employer 
groups of over 50  are " experience rated " a nd  the ir  rates are adj usted 
a n n ually ba sed on u sage of the ir  grou p con tr� c t . 
-2-
"Rate adjustments are necessary on the contracts in question", Herbert 
adds, "because of increased usage by subscribers of their hospital and 
medical benefits, the higher economic costs of operating a hospital 
(higher salary costs, higher cost of supplies and soaring utility costs), 
and the higher costs of malpractice insurance. All of this has contributed 
significantly to Blue Cross & Blue Shield's current losses", he says. 
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( 1 1 )  
(12) 
( 13) 
PROPOSED RATE IN CREASE IN FORMAT ION BY SPECI FIC CONTRACTS 
T.z'.ee Contract 
Blue C ross Type 1 1 J 1 1  
Blue C ross Type 
P referred 
Blue Cross Type 1 1 J1 1  
81 ue Cross Type II F 1 1  
Blue Shield Type 1 1 K 1 1  
Blue Shield Type 1 1 A 1 1  
Blue Shield Type 1 1 B 1 1  
Blue Shield Type 1 1 K 1 1  
Blue Shield Type 1 1 V 1 1 
Number of 
Contracts 




(24 , 311) 
(2 1 ,2 1 1) 
(10,974) 
(85,566) 
( 2,986)  
Complementary Coverage (254,638) 
Suppl emen ta l Accident ( 
Rider (139,385) 
Outpatient Diagnostic 
Laboratory & X-ray ( 41,631) 
Rider 
Major Medical Rider ( 48,703) 
Who Is 
Affected 
Small Gps (5-50) (With Coordination of Benefits) 
(Without Coordination �f Benefits) 




Smal 1 Gps (5-50) 
Smal 1 Gps ( 5-50 )  
Smatl Gps (5-50) 
Directs 
Di rects 
Di rects (Al 1 are 1-person con tracts) 
Gps (5-50) 
Gps (5-50) 
A 11 Pool Rated (Wi thout Den ta 1 
(Addi ti onal for Dental : 
Excluding Orthodontia 






P.O. Box 1 798 
Re l ease 
532 Riverside Avenue 
Blue Cross® Blue Shield ® Jacksonvil le, Florida 
of Florida o'I Florida 
FOR IMMED IATE RELEASE FOR FURTH ER INFORMATION ,  CONTACT : 
A. D. Mancini (904 ) 79 1 - 61 22  
G. C.  Dyer (904 ) 791 - 61 89 
SUBSCR IBER SURVEY OF SENIOR C IT IZENS SHOWS PREFERENCE 
FOR RATE INCREASE RATHER THAN LOWER BENEF ITS 
(JACKSONV ILLE )  - - Results of a survey of Blue Cross & Blue Shield Complementary 
coverage subscribers show that 74% of those responding indicate a preference 
for an increase in rates with the present benefit structure rather than 
modifying benefits with the rates staying the same. Complementary Coverage is 
the supplemental insurance to Medicare Parts A and B held by 250 , 000 Florida 
senior citizens . 
A total sampling of 5 , 000 subscribers was made during the survey by Blue Cross 
and Blue Shield of Florida. With approximately 60% return (3 , 000 of 5 , 000 ) , 
74% of those responding said they preferred Blue Cross & Blue Sh i eld to 
continue to cover the full in-hospital deductible and co-insurance under the 
Medicare A program. 
32203 
Based upon this preference , in order to continue Complementary Coverage benefits 
at present levels , Blue Cross & Blue Shield require a monthly increase of 
$3. 44 for the Complementary Coverage contract. This would increase the 
premium from $7. 70 monthly to $1 1 . 1 4 monthly, an increase of about 44%. 
- 2 
A pu bl i c  hearing  on th i s  proposal , along wi th proposed rate adjustmen ts on 12 
other Blue Cross & Blue S h ield contracts has been scheduled for Thursday , 
November 13 , i n  Tallahassee , by the State I nsurance Department .  
For the past three years , the Complementary Coverage program has assumed 
i ncreased deduct i bles and correspond i ng i ncreases i n  co- i nsurance each year 
levi ed by the Soc ial Securi ty Admi n i strat ion under the Medicare Part A program 
when a s ubscr i ber enters the hospi tal . Th i s  has amounted to t he Complementary 
Coverage program assumi ng a total of 35% i n  add i t i onal benef i ts over the past 
three years wi th  no i ncrease i n  rates to i ts sen i or c i t i zen pol i cyholders . 
T he i ncreased deduct i ble for 19 76  wi ll rai se the add i t ional complementary 
coverage benef i ts to 52 . 9% .  
T he Soci al Securi ty Admi n i strat i on has annou nced thet effect i ve January l ,  1 9 76 , 
the Part A hosp i tal deduct i ble for Med icare benef ic iar i es w ill i ncrease from 
$92 . 00 to $ 1 04 . 00 .  Hospi tal co- i nsurance rates ( the amount the benef ic iary i s  
resoonsible for u nder Medi care A ) w ill i ncrease from $23 . 00 to $26 . 00 per day 
from the 6 1 st  throug h  the 90th day of hosp i tal izat i on , from $46 . 00 to $ 52 . 00 
for the l i fet i me reserve from the 91st to 1 50th day of hosp i tal i zat i on ,  and 
from $ 1 1  . 50 to $ 1 3 . 00 for the 2 1st to 1 00th day of confi nement i n  a ski lled 
nursi ng fac il i ty .  Blue Cross & Blue S h ield ' s  Complementary Coverage con tract 
pays th i s  deduct i ble and co- i nsurance for the sen ior c i t i zen . 

